1998

Wisconsin
Tax-Option (S) Corporation Taxes
Form 5S Instructions

New for 1998 . ..

» Manufacturer’s sales tax credit law changes

A tax-option (S) corporation may pass through to its
shareholders manufacturer’s sales tax credits com-
puted for taxable years beginning on or after Jan-
uary 1, 1998. The shareholders may offset the credit
only against the Wisconsin income tax on their pro
rata shares of the corporation’s net income.

In addition, partnerships, including LLCs treated as
partnerships, that are engaged in manufacturing may
compute a manufacturer’'s sales tax credit for taxable
years beginning on or after January 1, 1998, and
pass it through to their partners. See page 8.

Temporary recycling surcharge rate reduction

For taxable years beginning on or after January 1,
1998, the temporary recycling surcharge rate is re-
duced from 0.4345% to 0.2173% of Wisconsin net
income. The surcharge is scheduled to expire for
taxable years ending on or after April 1, 1999. See
page 1.

Important . . .

» Federal treatment of qualified subchapter S

subsidiaries (QSSSs) applies for Wisconsin

A corporation that is treated as a QSSS for federal
purposes is treated as a QSSS for Wisconsin pur-
poses. See page 1.

Wisconsin use tax

Corporations that purchase taxable tangible personal
property or taxable services for storage, use, or
consumption in Wisconsin without payment of a state
sales or use tax are subject to a Wisconsin use tax.
See page 21.

IC-154

Don't Forget. . .

Use the preprinted label

Fill in your federal employer ID number

Fill out the form completely

Attach a copy of your federal Form 1120S and
any other required schedules or statements
Attach a copy of any extension

Sign the return

For More Information . . .

Visit the Department of Revenue’s Internet

website at http://www.dor.state.wi.us

At this site you may obtain additional information
about the Department of Revenue and answers to the
most frequently asked questions. You may also
download or request tax forms and publications.

Subscribe to the Department of Revenue’s
publications

The Wisconsin Tax Bulletin is a quarterly newsletter
that provides information about new Wisconsin tax
laws, court decisions, and interpretations of law.
Subscriptions cost $7 per year.

The Topical and Court Case Index gives references
to Wisconsin statutes, administrative rules, Wisconsin
Tax Bulletin tax releases and private letter rulings,
publications, and court decisions. The index is pub-
lished in December, with an addendum provided in
May. The annual cost is $18, plus sales tax.

To order the bulletin or index, send a check made
payable to “Document Sales” to the Wisconsin
Department of Administration, P.O. Box 7840, Madi-
son, WI 53707-7840.

$?

Printed on
Recycled Paper



Using the list below, determine the proper code to enter in item D, Wisconsin Business Activity Code, on pggerlretiurn. Enter the code which

Wisconsin Business Activity Codes

reflects the corporation’s major business activity (the activity which accounted for the largest percentage of total receipts).

AGRICULTURE, FORESTRY, AND
FISHING

0100  Agricultural Production — Crops

0200  Agricultural Production — Livestock

0710  Soil Preparation Services

0720  Crop Services

0740  Veterinary Services

0750  Animal Services, except Veterinary

0760 Farm Labor and Management
Services

0780 Landscape and Horticultural Services

0800 Forestry

0900 Fishing, Hunting, and Trapping

MINING

1000 Metal Mining

1200 Coal Mining

1300 Oil and Gas Extraction

1400  Nonmetallic Minerals, except Fuels
CONSTRUCTION

1500 General Building Contractors

1610 Highway and Street Construction
1620 Heavy Construction, except Highway
1710  Plumbing, Heating, Air Conditioning
1720 Painting and Paper Hanging

1730  Electrical Work

1740  Masonry, Stonework, and Plastering
1750  Carpentry and Floor Work

1760  Roofing, Siding, Sheet Metal Work
1770  Concrete Work

1780  Water Well Drilling

1790  Miscellaneous Special Trade

Contractors
MANUFACTURING
Food and Kindred Products

2010 Meat Products

2020 Dairy Products

2030 Preserved Fruits and Vegetables

2040  Grain Mill Products

2050 Bakery Products

2060 Sugar and Confectionery Products

2070 Fats and Oils

2080 Beverages

2090 Miscellaneous Food and Kindred
Products

Tobacco, Textile, and Apparel Products
2100 Tobacco Products

2200  Textile Mill Products

2300 Apparel and Other Textile Products
Lumber and Wood Products

2410  Logging

2420  Sawmills and Planing Mills

2430  Millwork, Plywood, Structural
Members

2440  Wood Containers

2450  Wood Buildings and Mobile Homes

2490 Miscellaneous Wood Products

2500  Furniture and Fixtures

2600 Paper and Allied Products

Printing and Publishing

2710  Newspapers

2720  Periodicals

2730  Books

2740  Miscellaneous Publishing

2750 Commercial Printing

2760  Manifold Business Forms

2770  Greeting Cards

2780  Blankbooks and Bookbinding

2790  Printing Trade Service

Other Manufacturing
2800 Chemicals and Allied Products

2900 Petroleum and Coal Products

3000 Rubber and Miscellaneous Plastic
Products

3100 Leather and Leather Products

3200 Stone, Clay, and Glass Products

3300 Primary Metal Industries

3400 Fabricated Metal Products

3500 Industrial Machinery and Equipment

3570 Computer and Office Equipment

3600 Electronic and Other Electric
Equipment

3700 Transportation Equipment

3800 Instruments and Related Products

3900 Miscellaneous Manufacturing

Industries

TRANSPORTATION AND PUBLIC
UTILITIES
Transportation

4000 Railroad Transportation

4100 Local and Interurban Passenger
Transit

4200 Trucking and Warehousing

4400 Water Transportation

4500 Transportation by Air

4600 Pipelines, except Natural Gas

4700 Transportation Services

Communications

4810 Telephone Communication

4820  Telegraph and Other
Communications

4830 Radio and Television Broadcasting

4840 Cable and Other Pay TV Services

4890 Other Communication Services
Electric, Gas, and Sanitary Services
4910  Electric Services

4920  Gas Production and Distribution

4930 Combined Utility Services

4940  Water Supply

4950  Sanitary Services

4960 Steam and Air Conditioning Supply
4970 Irrigation Systems

WHOLESALE TRADE

Wholesale Trade — Durable Goods

5010 Motor Vehicles, Auto Parts, and
Supplies

5020  Furniture and Home Furnishings

5030 Lumber and Construction Materials

5040 Professional and Commercial
Equipment

5050 Metals and Minerals, except
Petroleum

5060 Electrical Goods

5070 Hardware, Plumbing, and Heating
Equipment

5080 Machinery, Equipment, and Supplies

5090 Miscellaneous Durable Goods

Wholesale Trade — Nondurable Goods

5110 Paper and Paper Products

5120 Drugs, Drug Proprietaries, and
Sundries

5130  Apparel, Piece Goods, and Notions

5140  Groceries and Related Products

5150 Farm-Product Raw Materials

5160 Chemicals and Allied Products

5170  Petroleum and Petroleum Products

5180 Beer, Wine, and Distilled Beverages

5190 Miscellaneous Nondurable Goods

RETAIL TRADE

Building Materials and Garden Supplies
5210 Lumber and Other Building Supplies
5230 Paint, Glass, and Wallpaper Stores
5250 Hardware Stores

5260 Retail Nurseries and Garden Stores
5270  Mobile Home Dealers

General Merchandise Stores

5310 Department Stores

5330 Variety Stores

5390 Miscellaneous General Merchandise

Stores
Food Stores
5410 Grocery Stores
5420 Meat and Fish Markets
5430  Fruit and Vegetable Markets
5440  Candy, Nut, and Confectionery Stores
5450  Dairy Products Stores
5460 Retail Bakeries
5490 Miscellaneous Food Stores

Automotive Dealers and Service Stations

5510 New and Used Car Dealers

5520  Used Car Dealers

5530  Auto and Home Supply Stores
5540 Gasoline Service Stations

5550 Boat Dealers

5560 Recreational Vehicle Dealers

5570  Motorcycle Dealers

5590  Automotive Dealers, not elsewhere

classified
Apparel and Accessory Stores
5600 Apparel and Accessory Stores

Furniture and Home Furnishings Stores

5710  Furniture and Home Furnishings
Stores

5720  Household Appliance Stores

5730 Radio, TV, and Computer Stores

Eating and Drinking Places

5812  Eating Places

5813  Drinking Places

Miscellaneous Retail

5910 Drug Stores and Proprietary Stores

5920 Liquor Stores

5930 Used Merchandise Stores

5941  Sporting Goods and Bicycle Shops

5942  Book Stores

5943  Stationery Stores

5944  Jewelry Stores

5945  Hobby, Toy, and Game Shops

5946 Camera and Photographic Supply
Stores

5947  Gift, Novelty, and Souvenir Shops

5948  Luggage and Leather Goods Stores

5949  Sewing, Needlework, and Piece
Goods Stores

5961 Catalog and Mail Order Houses

5962 Merchandising Machine Operators

5963 Direct Selling Establishments

5983 Fuel Oil Dealers

5984  Liquefied Petroleum Gas Dealers

5989  Fuel Dealers, not elsewhere classified

5992  Florists

5993  Tobacco Stores and Stands

5994  News Dealers and News Stands

5995 Optical Goods Stores

5999  Miscellaneous Retail Stores, not

elsewhere classified
FINANCE, INSURANCE, AND REAL
ESTATE
6000 Depository Institutions
6100  Nondepository Institutions
6200  Security and Commodity Brokers

6300 Insurance Carriers

6400 Insurance Agents, Brokers, and
Service

6510 Real Estate Operators and Lessors

6530 Real Estate Agents and Managers

6540  Title Abstract Offices

6550 Subdividers and Developers

6700 Holding and Other Investment
Offices

SERVICES

Hotels and Other Lodging Places
7010 Hotels and Motels

7020  Rooming and Boarding Houses

7030 Camps and Recreational Vehicle
Parks

7040  Membership-Basis Organization
Hotels

Personal Services

7210 Laundry, Cleaning, and Garment
Services

7220  Photographic Studios, Portrait

7230 Beauty Shops

7240  Barber Shops

7250  Shoe Repair and Shoeshine Parlors

7260 Funeral Services and Crematories

7291  Tax Return Preparation Services

7299 Miscellaneous Personal Services, not

elsewhere classified
Business Services
7310  Advertising

7320  Credit Reporting and Collection

7330 Mailing, Reproduction, Stenographic

7342  Disinfecting and Pest Control

7349  Building Maintenance Services, not
elsewhere classified

7350 Miscellaneous Equipment Rental and
Leasing

7360  Personnel Supply Services

Computer and Data Processing Services

7371 Computer Programming Services
7372 Prepackaged Software

7373 Computer Integrated Systems Design
7374  Data Processing and Preparation
7375 Information Retrieval Services

7376  Computer Facilities Management

7377  Computer Rental and Leasing
7378  Computer Maintenance and Repair
7379  Computer Related Services
Miscellaneous Business Services

7381 Detective and Armored Car Services
7382  Security Systems Services

7383  News Syndicates

7384  Photo Finishing Laboratories

7389  Business Services, not elsewhere

classified
Auto Repair, Services, and Parking
7510  Automotive Rentals, No Drivers
7520  Automobile Parking
7530  Automotive Repair Shops
7540  Automotive Services, except Repair
Miscellaneous Repair Services
7620  Electrical Repair Shops
7630  Watch, Clock, and Jewelry Repair
7640  Reupholstery and Furniture Repair
7690 Miscellaneous Repair Shops
Motion Pictures

7810  Motion Picture Production and
Services

7820  Motion Picture Distribution and
Services

7830 Motion Picture Theaters

7840  Video Tape Rental

Amusement and Recreational Services

7910 Dance Studios, Schools, and Halls

7920  Producers, Orchestras, Entertainers

7930 Bowling Centers

7940  Commercial Sports

7991  Physical Fitness Facilities

7992  Public Golf Courses

7993  Coin-Operated Amusement Devices

7996  Amusement Parks

7997  Membership Sports and Recreation
Clubs

7999  Amusement and Recreation, not

elsewhere classified
Health Services

8010 Offices and Clinics of Medical Doctors
8020 Offices and Clinics of Dentists

8030 Offices of Osteopathic Physicians
8040 Offices of Other Health Practitioners
8050 Nursing and Personal Care Facilities
8060 Hospitals

8070 Medical and Dental Laboratories
8080 Home Health Care Services

8090 Health and Allied Services, not

elsewhere classified
Other Services

8100 Legal Services

8210 Elementary and Secondary Schools

8220 Colleges and Universities

8230 Libraries

8240  Vocational Schools

8290 Schools and Educational Services,
not elsewhere classified

8320 Individual and Family Services

8330 Job Training and Related Services

8350 Child Day Care Services

8390 Social Services, not elsewhere
classified

8400 Museums, Botanical, and Zoological
Gardens

8610 Business Associations

8620 Professional Organizations

8630 Labor Organizations

8640 Civic and Social Organizations

8650  Palitical Organizations

8660 Religious Organizations

8690 Membership Organizations, not
elsewhere classified

8710 Engineering and Architectural Services

8720  Accounting, Auditing, and
Bookkeeping

8730 Research and Testing Services

8740 Management and Public Relations

8900 Services, not elsewhere classified

PUBLIC ADMINISTRATION

9100 Executive, Legislative, and General
Government

9200 Justice, Public Order, and Safety



General Instructions

Purpose of Form 5S

Page 1

Who Must File

Tax-option (S) corporations use Form 5S to report their income, Corporations organized under Wisconsin law.
gains, losses, deductions, and credits; to compute their franchiseForeign corporations licensed to do business in Wisconsin.
tax and built-in gains takabilities; and to figure their temporary ¢ Unlicensed corporations doing business in Wisconsin.

recycling surcharge.

» Foreign corporations having an interest in a partnership that

does business in Wisconsin.

Definition of Corporation

“Corporation” includes corporations, joint stock companies,
associations, common law trusts, and all other entities treated as
corporationsunder section 7701 of the Internal Revenue Codé€
(IRC).

» Foreign corporations that are the sole owner of an entity that
is disregarded as a separate entity under IRC section 7701 and
does business in Wisconsin.

Foreign S corporations that have a QSSS that does business in
Wisconsin.

A single-owner entity that is disregarded as a separate entit/N0 IS Not Required to File

under IRC sectiorr701 is disregarded as a separatgtyifor

» Corporations and associations exeropter sec. 71.26(1),

Wisconsin franchise or income tax purposes, and its owner is Wis. Stats., except those with (a) unrelated business taxable

subject to the tax on or measured by the entity’s income.

income as defined in IRC secti&@i2, or (b)income derived

from a health maintenance organization or a limited service
If a federal S corporation elects to treat a subsidiary as a qualified health organization. This includes insurers exempt from federal
subchapter S subsidiary (QSSS) for federal purposes, thatincome taxatiorunder IRCsection 501(c)(15), town mutuals
election applies for Wisconsin purposes. The QSSS is dis- organizedunder Chapter 612, Wis. Stats., foreign insurers,
regarded as a separate corporation for Wisconsin purposes, anddomestic insurers engaged exclusively in life insurance busi-
its assets, liabilities, and items of income, deduction, and credit ness, domestic mortgage insurers, some cooperatives, and reli-

are treated as those of the parent tax-option (S) corporation.

gious, scientific, educational, benevolent, or other corporations

or associations of individuals not organized or conducted for

Franchise or Income Tax

Franchise taxapplies to —

 All domestic corporations (those organized under Wisconsin
law) and

» Foreign corporations (those not organiagatler Wisconsin
law) doing business in Wisconsin, except where taxation i
exempted by statute or barred by federal law.

profit.

Form 4
The tax rate is 7.9%. Income from obligations of the United
States government and itsstrumentalities is included in income
under the franchise tax law.

Form 4H
Income tax applies only to foreign corporations which are not
subject to the franchise tax and which own property in Wisconsin
or whose business in Wisconsin is exclusively in foreign or inter-
state commerce. The tax rate is 7.9%. Income from obligations of
the United States government and its instrumi@res isn’t
included in income under the income tax law.

Temporary Recycling Surcharge

The temporary recycling surcharge applies for taxable years end-

ing after April 1, 1991, and endirtgefore April 1, 1999. Corpora-

tions that must file Wisconsin franchise or income tax returns

must pay the temporary recycling surcharge, with certain

exceptions. The surcharge doesn’t apply to:

» Domestic corporations that don’t have any business activitie
in Wisconsin.

» Foreign corporations that don’t have nexus with Wisconsin.

» Corporations that have less than $4,000 of total receipts fror"g
all activities. “Total receipts from all activities” means gross Form 4T
receipts, gross sales, gross dividends, gross interest income,
gross rents, gross royalties, the gross sales price from the
disposition of capitahssets and business assets, gross receip,
passed ttough from other etities, and all other receipts that
are included in gross income for Wisconsin franchise or
income tax purposes.

* Nuclear decommissioning trust funds.

Eorm 4]

orm5

Form 5E

For more information, refer to Publication 40®/isconsin’s
Temporary Recycling Surcharge

» Corporations that are completely inactive in and outside

Wisconsin and have filed Form 4H.

» Credit unions that don’t act as a public depository for state or
local government funds and have filed Form CU.

?Nhich Form to File

Corporations (other than tax-option corporations)
reportingunder the apportionment or separate ac-
counting methods.

Corporations that have been completely inactive in
and outside Wisconsin for the entire taxable year
and don't anticipate any activity in subsequent

years. No other return is required until a corporation
is activated, reactivated, or requested to file by the
Department of Revenue.

Note: Foreign corporations licensed to transact
business in Wisconsin that have no property or
activity in Wisconsin but are active outside Wis-
consin may not file Form 4H. They must file Form
4, 5, or 5S but need only enter “No business trans-
acted in Wisconsin” on the front of the return and
attach a copy of their federal return.

Insurance companies, health maintenance organiza-
tions, and limited service health organizations.

Exempt corporations and associations of individuals
that have unrelated business taxable income as
defined in IRC section 512.

Corporations (other than tax-option corporations)
whose entire business income is attributable to
Wisconsin.

Corporations that have elected and qualified to be S
corporations for federal tax purposes but are electing
not to be tax-option corporations for Wisconsin
franchise or income tax purposes. In addition, such
corporations must file Form 4 or 5.



Page 2 General Instructions  (continued)

Form5R  Federal S corporations that elected not to be taX?eriod Covered by Return

option corporations for Wisconsin and subsequentlyrne return must cover the same period as the corporation’s
are revoking their “opt-out” elections. In atidn,  federal income tax return. A 1998 Wisconsin return must be filed

such corporations must file Form 5S. by a corporation for calendar year 1998 or a fiscal year that
. . begins in 1998. A fiscal year may end only on the last day of a
Form5S  Tax-option (S) corporations. month. The period covered by the return can’t exceed 12 months.

Form 5S-1 Tax-option (S) corporations that are subject 10 theyo\ever, corporations reporting on a 52 to 53 week period for
additional tax on built-in gains or claim a manufac- tagera| tax purposes must file on the same reporting period for
turer's sales tax credit. File this form with Form 5S. \yjisconsin. The Department of Revenue will consider the

Lo , . . reporting period as ending on the last day of the month closest to

Form CU  Credit unions thaton't act as a public depository ihe end of the 52 to 53 week period for purposes of due dates,

for state or local government funds. These creditgytensjons, and assessments of interest and penalties.
unions are exempt from taxation by Wisconsin.

Once a Form CU has been filed, no other returncpange in Accounting Period
must be filed unless requested by the Department OX

Revenue or the credit union subsequently acts as 4N change in accounting period made for federal purposes must
public depository. also be made for Wisconsin purposes. Attach to the Wisconsin

return, for the first taxable year for which the change applies, a

Sch. CU-1 Credit unions that act agablic depository. File €OpYy of the Internal Revenue Service’s notice of approval of

this schedule with Form 4. accounting period change if the IRS’s approval is required or an
explanation of the change if the IRS’s approval isn’t required.

Sch.DC  Corporations claiming a Wisconsin development .
zones credit. File this schedule with Form 4, 41, 4T, Accounting Methods
5, or 5S. In computing net income, the method of accounting must be the
same method used in computing federal net income. However, if
Sch. FC Corporations claiming a Wisconsin farmland prethe method used for federal purposes isn't authorized under the
servation credit. File this schedule with Form 4, 41, Internal Revenue Code in effect for Wisconsin, use a method au-
4T, or 5. thorized under the Internal Revenue Codefiiect for Wisconsin.

Sch. FT Corporations claiming a Wisconsin farmland taxA corporation, including a tax-option (S) corporation, entitled to
relief credit. File this schedule with Form 4, 41, 4T, use the installment method of accounting must take the unre-
or 5. ported balance of gain on installment obligations into income in

the taxable year of their distribution, transfer, or acquisition by

Sch.HR  Corporations claiming a Wisconsin historic rehabili-another person or for the final taxable year for which it files or is
tation credit. File this schedule with Form 4, 41, 4T, required to file a Wisconsin franchise or income tax return,
5, or 5S. whichever year occurs first.

Sch. R Corporations claiming a Wisconsin research creditChange in Accounting Method

File this schedule with Form 4, 41, 4T, or 5. A change in accounting method made for federal purposes must
also be made for Wisconsin purposes, unless the change isn't
uthorized under the Internal Rewie Code in effect for Wiscon-

sin. Adjustments required federally as a result of a change made
while the corporation is subject to Wisconsin taxation must also
be made for Wisconsin purposes, except in the last year that a
corporation is subject to taxation by Wisconsin it must take into

Sch. Z-1  Corporations claiming a Wisconsin manufacturer’
sales tax credit passed dlugh from a partnership.
File this schedule with Form 4, 41, 4T, 5, or 5S.

How to Obtain Forms

If you need forms or publications, you may: account all remaining adjustments required. Attach to the
» call (608) 266-1961 ) ) _ Wisconsin return, for the first taxable year for which the change
« write to the Forms Request Office, Wisconsin Department ofipplies, either a copy of the application for change in accounting
Revenue, P.O. Box 8903, Madison, W1 53708-8903 method filed with the Internal Revenue Service and a copy of the
* use your fax telephone to call the department’s Fax-A-FOrmRS’s consent if the IRS’s approval is required or an explanation
Retrieval System at (608) 261-6229 of the change.
» download forms and publications from the department’s Inter-
net website at http://www.dor.state.wi.us Elections

» use the Tax Forms and Publications Request Form on t
department’s Internet website
« call or visit any Department of Revenue office

hﬁs explained above, a corporation can’t make different elections
for federal and Wisconsin purposes with respect to accounting
periods and accounting methods, unless the federal method isn’t
: : permittedunder thednternal Revenue Code in effect for Wiscon-
How to Obtain A§3|stance_ ) ) ) sin. In situations where a corporation has an option under the
If you need help in preparing a corporation franchise or incomgnternal Revenue Code and the IRS doesn’t consider that option

tax return, you may: to be a method of accounting, a different election may be made

» call (608) 266-2772[TTY (608) 267-1049] for Wisconsin than that made for federal purposes. If federal law

* write to the Audit Bureau, Wisconsin Department of Revenuegpecifies the manner or time period in which an election must be
P.O. Box 8906, Madison, Wi 53708-8906 made, those requirements also apply for Wisconsin purposes.

» send a FAX to (608) 267-0834

* e-mail your question to corp@mail.state.wi.us If different elections are made, adjustments are required on Form

« call or visit any Department of Revenue office 5S, Schedule 5K, column ¢, to account for any differences.



General Instructions  (continued) Page 3

When to File During the extension period, 12% annual interest generally

Generally, a corporation must file its franchise or income tax@PPlies to thainpaid tax andurcharge. However, if the sum of
return by the 15th day of the 3rd month following the close of itsth€ net tax and surcharge shown on the return is $500 or more,
taxable year. If a return is filed late, widut an extension, the 12% annual interest ap%hes only to 10% of the net tax and
corporation may be subject to penalties and interest. surcharge. Interest of 18% per year applies to the remainder of
the unpaid tax and surcharge. See Form 4U, Part Il.
Returns for short taxable years (periods of less than 12 month .
are due on or before the federal due date. A corporation thatayment of Estimated Tax
becomes, or ceases to be, a member of an affiliated group andldsa corporation’s franchise or income tax due (including the
a result must file two short period returns for federal purposes  temporary recycling surcharge for taxable years ending befc
must also file two short period returns for Wisconsin. The  April 1, 1999) is $500 or more, it generally must make quarterly
Wisconsin returns are due at the same time as the federal returns.  estimated tax payments using Wisconsin Form 4-ES. Failul
Each short period is considered a taxable year, the same as for = make required estimated tax payments may result in an inte
federal purposes. charge. If a corporation filed Form 4-ES for the current year, it
will automatically receive estimated tax vouchers before the first
Caution: The due date for paying franchise or income tax and th@ayment of the next year's tax is due.
temporary recycling surcharge is explained below.
A corporation that overpaid its estimated tax may apply for a
Extension of Time to File refundbeforefiling its tax return if its overpaymentis (1) at least

Any extension allowed by the Internal Revenue Service for fiIingtg% of the expected Wisconsin tax liability and (2) at least $500.
the federal return automatically extends the Wisconsin due da% apply, file Wisconsin Form 4466W, Corporation Application
to 30 days after the federal extended due déte: don't need to  1or Quick Refund of Overpayment of Estimated Tax, after the end
submit either a copy of the federal extension or an application fogc the taxable year and before the corporation files its tax return.
a Wisconsin extension to the department by the original due dafg® hotfile Form 4466W at the same time as your tax return.

of your return.However, you must attach a copy of the federal . o
extension to the Wisconsin return that you file. A corporation that has a tax due when filing its tax return as a

result of receiving a “quick refund” will be charged 12% annual

If you aren’t requesting a federal extension, but you neednterest on the aount of unpaid tax from the date thefund is
additional time for Wisconsin, you may request a 30-day exteniSsued to the earlier of the 15th day of the 3rd month after the
sion by submitting Wisconsin Form 1830, Application for ~ close of the taxable year or the date the tax liability is paid. Any
Extension of Time to File, to the department on or before thdax that remains unpaifter the unextended due date of the tax
original due date of the return. return continues to be subject to 18% or 12% annual interest, as

appropriate.

If your original federal due date is after the 15th day of the 3r _ .

month following the close of the taxable year, you may request gformation Returns That May Be Required

Wisconsin extension to the federal due date by submittingrorm 8 Report of stock transfers.

Wisconsin Form 1G830, Application for Extension of Time to

File, to the department by the original due date of the Wisconsin ~ Form9b  Report of rents, royalties, and miscellaneous cot

return. pensation paid to individuals. (Note: You may use
federal Forms1099 instead of Forms 9b. Mail

Where to File Forms 1099 to the Wisconsin Department of Reve-

Mail your franchise or income tax return to the Wisconsin nue, P.O. Box 8908, Madison, W1 53708-8908.)

Department of Revenue, P.O. B8%208, Madison, WI 53708- . . .

8908. If you must file federal information returns on mag-
netic media and you file at least 250 Forms 9b with

When to Pay Franchise or Income Tax Wisconsin, you generally must file Forms 9b on

and Temporary Recycling Surcharge magnetic media. For more information, cai0g)

The franchise or income tax and temporary recycling surcharge 2673327 or write to the Bureau of Information

. porary recycling g Systems, Wisconsin Department of Revenue, P.O.
must be paid by the 15th day of the 3rd month following the close Box 8903, Madison, W1 53708-8903.

of the taxable periodiegardless of the due date of the return
Corporations may be required to make quarterly estimategina| Return

tst their f hi [ t dt
ng’%ﬁﬂgssﬁrgﬁzrﬁgé eiriranchise o income faxand lemporaty yne corporation liquidated during the taxable year, check the

box on the front of the return marked “Final return - corporation

An extension for filing the return doesn't extend the time to paydissolved.” Attach a copy of your plan of liquidation along with
the franchise or income tax and temporary recycling surchargé copy of federal Form 966 to the Wisconsin return. Generally,
Interest will be charged on the tax and surcharge not paid by tHee final return is due on or before the federal due date. In most
15th day of the 3rd month following the close of the taxable yearc@ses, this is the 15th day of the 3rd month after the date the
You can avoid interest charges during the extension period borporation dissolved. The tax is payable by the 15th day of the
paying the tax and surcharge due by that date. Submit yo d month after the date of dissolution, regardless of the due date
payment with Wisconsin Form 4-ES, Corporation Estimated Taf the final return.

Voucher. If you have received a set of vouchers from the

department, use the 5tloucher to make the estimated tax and

surcharge extension payment.
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Internal Revenue Service Adjustments You may file an amended return only after the corporation has

If any of your federal tax returns are adjusted by the Internafiled a complete original return. A claim for refund must be filed
Revenue Service and the adjustments affect the Wisconsin net t4hin 4 years of the unextended due date of the return. However,

payable, the amount of a Wisconsin credit, a Wisconsin net claim for refund to recover all or part of any tax or credit paid

business loss carryforward, or a Wisconsin capital loss carnydS & result of an office or field audit must be filed within 2 years

forward, you must report the adjustments to the Department GHter such an assessment. That assessment must have been paic
Revenue within 90 days after they become final. and must not have been protested by filing a petition for redeter-

mination. See section Tax 2.12, Wisconsin Administrative Code,
Send a copy of the final federal audit reports and any associatd@ more information.

amended Wisconsin returns to the Wisconsin Department Oé . .
Revenue, P.O. Bog908, Madison, WI 53708-8908. If submit- >€end amended returns to the Wisconsin Department of Revenue,

ting a federal audit report wibut an amended returmailitto ~ P-O- Box 8908, Madison, W83708-8908. Don't attach amended

the Audit Bureau, Wisconsin Department of Revenue, P.O. Boketurns to the tax return for the current year.
8906, Madison, WI 53708-8906. Don't attach these items to th% . .
tax return for the current year. rban Transit Companies

Certain urban transit companies are subject to a special tax under

Amended Returns sec. 71.39, Wis. Stats. Contact the department for further

File an amended return to correct a tax return as you originalljpformation.
filed it or as it was later adjusted by an amended return, a clair& .
for refund, or an office or field audit. onsolidated Returns
Wisconsin law doesn’t permit corporations that are members of

If you file an amended federal return and the changes affectthe  an affiliadad,gs defined in IRC section 1504, to file con-
Wisconsin net tax payable, the aont of aWisconsin credit, a  solidated returns. Each corporation organiaddr Wisconsin
Wisconsin net business loss carryforward, or a Wisconsin capital law, licensed to do business in Wisconsin, or doing business
loss carryforward, you must file an amended Wisconsin return ~ Wisconsin must file a separate Wisconsin franchise or incomet
with the Department of Revenue within 90 days after filing the return. Iiieddeach corporatiomust make its own estimated

amended federal return. tax payments.

To file an amended Wisconsin return, use Form 5S, and eithé?enalties for Not Filing or Filing Incorrect Returns

check the "*amended return” box on the front of the return ofityoy don't file a franchise or income tax return that you are re-
clearly mark it “AMENDED RETURN" at the top of the form.. guired to file, or if you file an incorrect return due to negligence
Attach an explanation of any changes made. Show computatiog gy, interest and penalties may be assessed against you. The
in detall. If the change involves an item of income, deduction, Ofpterest rate on delinquent taxes is 18% per year. Civil penalties
credit that you were required to support with a form or schedult,anay be as much as 100% of the amount of taxraported on the

on your original return, attach the corrected form or scheduleetyrm. Criminal penalties for filing a false return include a fine
Also attach a worksheet showing how you figured your refund og¢ up to $10,000 and imprisonment.

additional tax owed.

————  Special Instructions for S Corporations L

Definitions For property placed in service in 1998, you may compute depre-

Internal Revenue Code— For taxable years that begin in 1998, ciation or amortizatiorunder the same method as for federal
“Internal Revenue Code” means the federal Internal RevenugUrPoses. Otherwise, compute depreciatinder the Internal
Code as amended to December 31, 1997, with the followindrevenue Code as amended to December 31, 1997.

exceptions: . .
P Show adjustments necessary to account for any differences

« IRC section 1366(f)elating to the reduction in pass-throughsPétween the aounts reportable for federal and Wisconsin
for taxes at the S-corporation level, is modified by substituting?UrPoses on Form 5S, Schedule 5K, column c.

}E%VSV;%%?Erl?k’)%lllt;rr:dgi\én%tax for the taxes imposeder Qualifying Subchapter S Subsidiary (QSSS}— A QSSSis a
' corporation that meets all of the following requirements:

e Section 1311 of P.L. 104-88, relating to the elimination of . . . .
earnings and profits from pre-198%6rporation years from an * Itis created or organized in the United States or under the laws
S corporation’s accumulated earnings and profits, doesn’t Of the United States or any state.
apply for Wisconsin purposes. Thus, a tax-option (S) corpo- . . L .
ration may not reduce its accumulated earnings and profits by |t 1S not otherwise ineligible to be an S corporation.
any amount accumulated in pre-1983 S corporation years. . : .
Distributions from pre-1983 S corporation years will continue” 100% of its stock is held by an S corporation.
to be taxable as dividends for Wisconsin purposes. » The S corporation elects to treat the corporation as a QSSS.
Federal law changes enacted after December 31, 1997, gener
won't apply for Wisconsin purposes unless subsequently adopt
by the Wisconsin Legislature, except for depreciation an
amortization as noted below.

)éorporation — Under federal law, an S corporation is one that
as an election in effect for a taxable year under Subchapter S of
he Internal Revenue Code not to pay any corporate tax on its
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income and, instead, to have the shareholders pay taxes onthe  An S corporation that has a QSSS may not elect out of Wisco
income. If the corporationincurs a loss, the loss is treated as the ~ tax-option status.
shareholders’ loss.

A corporation that had elected not to be a tax-option corporation

To qualify for federal S corporation treatment under the InterndP" Wisconsin purposes and subsequently wants to re-elect tax-
Revenue Code for taxable years beginning after December 3Ept|on status for Wisconsin, must file Form 5R, Revocation of
1997, a corpotion must meet all of the following requirements: El€ction by an S Corporation Not to Be a Tax-Option Corpora-
tion, with the Wisconsin Department of Revenue. The opt-out
« It must be domiciled in the United States. That is, it must beElection is automatically revoked for the taxable year in which a
created or organized in the United States under federal or statgderal S corporation acquires a QSSS.
law. Shareholders Subject to Wisconsin Tax-Option (S) Law
* It must have no more than 75 shareholders. Wisconsin's tax-option (S) corporation law applies to all share-
holders of a tax-option (S) corporation that is subject to Wiscon-
It must have as shareholders only individuals, estates, certagin tax-option (S) law, whether or not the shareholders are
tax-exempt organizations, and certain trusts. Grantor trust§Visconsin residents. Therefore, all shareholders who meet the
voting trusts, qualified Subchapter S trusts (QSSTSs), electingpplicable Wisconsin filing requirements, after taking into
small business trusts (ESBTS), and, for certain periods of timegccount their pro rata shares of t@poration’s gross income for
testamentary trusts may be shareholders. Corporationgyisconsin purposes, must file Wisconsin individual income tax
partnerships, and foreign trusts can’t be shareholders. returns and report their pro rata shares of the tax-option (S) cor-
poration’s items of income, loss, and deduction.
* It must not have a nonresident alien as a shareholder.
For example, residents and nesidents of Wisconsin are subject
* It must have only one class of stock. A corporationis treatedo Wisconsin tax-option (S) law, if they are —
as having only one class of stock if all outstanding shares of
stock of the corporation confer identical rights to distributionss Shareholders of a tax-option (S) corporation which is orga-
and liquidation proceeds. Stock mhagve differences in voting nized under the laws of Wisconsin aadgaged in business (1)
rights and still be considered one class of stock. Straight debt completely in Wisconsin, (2) in and outside Wisconsin, or (3)
isn't treated as a second class of stock if certain conditions are completely outside Wisconsin.
met. See the Internal Revenue Code and federal regulations for
further details. » Shareholders of a tax-option (S) corporation which isn't
organized under the laws of Wimesin but which is authorized
* It must not be a financial institution that uses the reserve to transact business in Wisconsin or is engaged in business in
method of accounting for bad debts; an insurance company Wisconsin and required to file a Wisconsin franchise or
taxed under Subchapter L of the Internal Revenue Code; a income tax return.
corporation that takes the tax credit for doing business in a
United States possession; or a DISC (domestic internation&ombined Return for Nonresident Shareholders

sales corporation), an IC-DISC (interest charge domestig, tax-option (S) corporation that does business in Wisconsin and

international sales corporation), or a former DISC. has two or more nonresident shareholders who derive no taxable

. . . income or deductible loss from Wisconsin other than their pro
This is a very brief summary of the federal requirements. Refefaia shares of the Wisconsin tax-option (S) corporation income or
to IRC section 1361(b), as amended to December 31, 1997, f@hss may file a combined individual and fiduciary income tax
more details. return on behalf of those shareholders. The tax-option (S)
Tax-Option (S) Corporation — For Wisconsin purposes, a “tax- corporationfiles this return on Form 1CNS.

option (S) corporation” is defined as a corporation which iSa shareholder may not participate in this combined return if —
treated as an S corporation under Subchapter S of the Internal

Revenue Code and has not elected out of tax-option corporatiQn The shareholder is an estate or trust that has distributable
status under sec. 71.363a), Wis. Stats., for the current taxable  jncome in the current year. This includes qualified Subchapter
year. S trusts (QSSTs) and their beneficiaries.

Corporations Subject to Wisconsin Tax-Option (S) Law « The shareholder files his or her individual or fiduciary income
Corporations that are required to file Wisconsin franchise or tax return on a fiscal year basis.

income tax returns and are included in the definition of a “tax-

option corporation” are subject to Wisconsin’s tax-option (S)» The shareholder is a Wisconsin resident during any part of
corporation law. 1998.

Electing Wisconsin Tax-Option (S) Status » The shareholder derives taxable income from Wisconsin in

A corporation isn't required to file a separate election form with 1998 other than his olr herf pro rata share of tax-option (S)
the Wisconsin Department of Revenue to be treated as a tax- COrporationincome or loss from one corporation.

option corporation for Wisconsin purposes. Wisconsin's tax-

opion ©)ayis mandaioryfora corporationunder Wisconsin C2C5 Y0 20 Parilbaing sharenoidr e i e o
jurisdiction for franchise or income tax purposes if it has an b? i pb d p b
election in effect under Subchapter S of the Internal RevenuléXable year ending between January 31, 1998, and December 31,

Code for a taxable year, unless the corporation has elected out 598 IS reported on 2998 Form 1CNS. The combined return

: ; ot i places the separai®98 Wisconsin individual or fiduciary
Wisconsin tax-option status under sec. 71.365(4)(a), Wis. St"jltlgr?come tax returns that otherwise would be filed by each of the
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qualifying and participating nonresident shareholders. The 1998  close of the corporation’s normal taxable year, subject to t

Form 1CNS is due on April 15, 1999. regular rules for extensions. The net income for each period may
_ _ be computed under the daily proratiorethod as provided in IRC
Tax on Net Income of a Tax-Option (S) Corporation section1362(e)(2) or under normal tax accounting rules if all

Since all shareholders of a tax-option (S) corporation who meé¢ffécted shareholders consent as provided in IRC section
the applicable Wisconsin filingequirements must file Wisconsin 1362(€)(3)-

individual income tax returns and report their shares of the . . .

corporation’s income, loss, and deductions, a tax-option (S) cofzdditionally, a corporation may eleainder sec. 71.365(4)(a),
poration generally isn't subject to a corporate income tax opVis- Stats., not to be a tax-option (S) corporation for Wisconsin
franchise tax measured by its net income, other than interedqx purposes even though its federal S election remains in effect.
income from U.Sgovernment obligations and certatate and . . . .
municipal bonds.?ﬁowever, a tax-%ption (S) corporation may b&!ecting Out of Wisconsin Tax-Option (S) Treatment

taxed on a norifing or delinquent shareholder’s share of the Generally, a corporation that is an S corporation for federal tax
corporation’s net income. A tax-option (S) corporation can'tpurposes may elect not to be a tax-option (S) corporation for
offset a net operating loss carryforward from a year when it wa§Visconsin tax purposes. However, if an S corporation has a
a regular (C) corporation against a nidinfj or delinquent QSSS for federal income tax purposes, neither the S corporation

shareholder’s share of the corporation’sincome. nor the QSSS may opt out of Wisconsin tax-option (S) treatment.
Wisconsin Accounting Periods The “opt-out” election requires the consent of persons who hold
for Tax-Option (S) Corporations more than 50% of the shares of the tax-option (S) corporation on

the same accounting period for Wisconsin as for federal purpos®r the current taxable year, the election must be made on or
I a tax-option (S) corporation elects, under IRC section 444, td€fore the due date or extended due date of the corporation’s
have a taxable year other than a required taxable year, thggrent Wisconsin franchise or income tax return. The election is
election also applies for Wisconsin. Unlike for federal purposescompleted by filing a Wisconsin franchise or income tax return

th tiond 't h t k ired t of tak accordance with the election. Fmore information, see the tax
asep‘ig(,ﬁ’gg% 'iﬂr]Rgesgctioﬂv%fgm € arequired paymento release iWisconsin Tax Bulletif1 (April 1995, page 18).

As previously indicated, tax-option (S) corporations must ado%f'e day on which the “opt-out” election is made. To be effective

Termination of Tax-Option (S) Treatment To make the “opt-out” election, the corporation must file a copy
. lify f . . . of Form 5E, Election by an S Corporation Not to Be Treated as
A corporation ceases to qualify for Wisconsin tax-option (S)5 Tax-Option Corporation. Corporations that make the “opt-out”

treatment for any year for which its S corporation election ceas€giection must file Form 4 or Form 5 for Wisconsin rather than
to apply, regardless of whether the termination is voluntary of,-m 5s.

involuntary, owhether termination is discovered as the result o
an audit after a return has been filed. Revoking the Wisconsin “Opt-Out” Election

Voluntary Termination — Under the Internal Revenue Code, EXCept as explained below, once the election not to be a tax-
a corporation may voluntarily revoke its S election at any timePPtion (S) corporation is completed, the corporation and its
after the initial election isnade. The revocation may be effective SUCCESSOrs may not claim Wisconsin tax-option status for the next
for the entire taxable year if made on or before the 15th day of thé t@xable years after the taxable year to which the “opt-out
3rd month of that taxable year. Otherwise, it may be effective foflection first applies. Atany time after this 5-taxable-year period,
the following taxable year. In either case, the revocation may'€ corporation may revoke the “opt-out” election by filing Form
specify that it is to be effective on a date that is on or after the’R, Révocation of Election by an S Corporation Not to Be a Tax-
day of revocation. Option Corporation.

Involuntary Termination — A corporation’s Subchapter S Yoluntary Revocation of Wisconsin "Opt-Out” Election —

statusunder the Internal Revenue Code will be involuntarily R€VOKing the “opt-out” election requires the consent of persons
terminated for federal (and, therefore, also for Wisconsin)"’ho hold more than 50% of the shares of the S corporation on the

purposes if — day the revocation is made. The corporation must file Form 5R
on or before the due date, including extensions, of the Wisconsin

« The corporation had accumulated Subchapter C earnings aff@nchise or income tax return for the first taxable year affected
profits at year-end and its passive investment income exceed8) the revocation.
25% of gross receipts for each of 3 consecutive taxable years. . . . . ., .
The election is terminated as of the first day of the taxable yegfutomatic Revocation of Wisconsin “Opt-Out” Election —

beginning after the third consecutive taxable year in which! h€ “opt-out” election is automatically revoked for the taxable
there is excess passive investment income. year in which a federal S corporation acquires a QSSS. Wiscon-

sin tax-option (S) treatment applies to the S corporation and its

* The corporation ceases to be a qualifying Subchapter 8SSS.

corporation. (The Internal Revenue Service may Waivej . . .
inadvertent termination and such waiver also applies fof! the corporation subsequently disposes of the QSSS, it could
Wisconsin.) again elect not to be treated as a Wisconsin tax-option (S)

corporation for the taxable year following the disposition by filing

If the revocation date causes the corporation’s taxable year to 5™ SE.

split, the corporation must file two eft-period returns for federal o .

and Wisconsin purposes. One covers the period it is an 4dditional Information

corporation and one covers the period it is a C corporation. BotRor more information, see Publication 10%isconsin Tax Treat-
returns are due on the 15th day of the 3rd month following thenent of Tax-Option (S) Corporations and Their Shareholders
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You must complete page 1 &orm 5S.(The numbering corre- B F. State and Year of Incorporation— Enter the state under
sponds with the line numbers on Form 5S, page 1, unless oth-  whose laws the corporation is organized and the year of incol
erwise indicated.) ration.

Caution: The Internal Revenue Service hasn't finalized the 1998 G. Amended Return— If this is an amended return, check
federal corporation tax forms at the time of this printing. There-  the box. Circle the number in front of the line(s) that you are
fore, federal line numbers referred to on Form 5S and in these  changing, and attach a detailed explanation of the changes m
instructions may change. including any supporting form or schedule.

Rounding Off to Whole Dollars For example, if you are amending the manufacturer’'s sales tax

You may round cents to the nearest whole dollar by eliminatin§'€dit, circle the “5” before “Manufacturer’s sales tax credit” and
amounts less than 50 cents andreasing amounts from 50 cents ttach a corrected Schedule Z along with an explanation of the
through 99 cents to the next higher dollar. change.

W Period Covered— File the 1998 return focalendar year 1998 M Line 1. Federal, State, and Municipal Government Interest
and fiscal years that begin in 1998. For a fiscal year, a 52 to SrF‘ Enter the amount of interest income received from the
week period, or a short-period return, fill in the taxable yearllowing obligations:

Pﬁg}%?'rzg and ending dates in the taxable year space at the tOp-OfOingations of the United States gomenent and its instrumen-

talities.

B Name and Address— If the front cover of your booklet has Municipal housi horitv bonds i d und 66.40

a mailing labelwith the corporation’s name and address, remové Municipal housing authority bonds issued under sec. 66.40,

the label and place it in this area. Make any necessary corrections/IS- Stats.

on the label. * Municipal redevelopment authorityonds issued under sec.

If you didn’t receive a booklet with a label, print or type the 66-431, Wis. Stats.

corporation’s name and address. Indicate a change in the corporas, o . d itv devel t authority bonds i d

tion's name or address from that shown on last year's Wisconsih 110USINg and community aeévelopment authority bonas issue
under sec. 66.4325, Wis. Stats.

return filed by checking the appropriate box.

Corporations that change their name must also notify the Depart- BOnds issued by the Wisconsin Housing andoiiamic
ment of Financial Institutions to recognize the change. Write to g;a\{{elor;m?nt Quthorlty (V\_/HISDA)lJnder ste<|:. 23‘{'65],.' Wis.
the Corporation Section, Division of Corporate and Consumer >'atS:, 10 Tund an @nomic development loan to finance

Services, Department of Financial Institutions, P.O. B6#46, construction, reovation, or development of property that
Madison, WI 53707-7846 or call (608) 261-9555. would be exempt from property tax under sec. 70.11(36), Wis.
’ Stats. (professional sports and entertainment home stadiums).

B A. Federal Employer Identification Number — Enter the : . -
corporation’s federal employer identification number (EIN). If © Bonds issued by a locakpostion district under subch. II of
you haven't yet applied for a federal EIN, you may do so by filing  €h- 229, Wis. Stats.

federal Form SS-4 with the Internal Revenue Service. (Corpora-

tions reporting federally to the Kansas City Service Center may 50nds issued by a local professional baseball park district

obtain an EIN by calling (816) 926-5999.) created under subch. Il of ch. 229, Wis. Stats.

The corporation may reduce the amounirgérest income by any
@pplicable amortizable bond pnéum or interest paid to purchase

or hold these federal, state, or municipal government obligations.
For Wisconsin purposes, neither the amortizable bond premium
nor the related interest expenses are deductible by the sharehold-
ers since this federal, state, and municipal government interest
isn’'t taxable to them.

M B. Seller's Permit or Use Tax Number— Enter the corpora-
tion’s Wisconsin seller’'s permit, use tax, or consumer’s use ta
number.

B C. Wisconsin Employer Identification Number — Enter the
corporation’s Wisconsin employer identification (hfiolding)
number.

Exception: A foreign corporation subject to the Wisconsin

tion's Wisconsin business activity code from the table on back of’comMe tax rather than the franchise tax (see page 1) isn't taxed
the front cover of this booklet. Don't enter the federal busines®n interest received from the obligations listed above and should

activity code. skip to line 9.

W E. First Return, Final Return, Short Period - Change in ~ NOte: Corporations doing business only in Wisconsin should skip
Accounting Period, and Short Period - Stock Purchase or  liné 2 and enter the amount from line 1 on line 3. Nonunitary,
Sale— If this is the first year that you are filing a Wisconsin Multistate corporations should also skip line 2.

return because the corporation wasn't in existence or didn’t dﬁ . . . . .
business in Wisconsin in prior years, check the “First return” box: t'.-'”e 2h' P%rcent tlo tW{/S\'/QO”Sf'nF Un'}l"‘gy’ mumstatetcorgo—

If the corporation ceased to exist or withdrew from Wisconsinf&tions should complete Wisnsin Form 4B (see the instructions
during the year, check the “Final return” box. Indicate that a shorfn page 18) and enter on line 2 the apportionment percentage
period return is being filed due to a change in the corporation’&'0m Form 4B, line 28 or 33.

accounting period or a stock purchase or sale by checking t
appropriate box.

B D. Wisconsin Business Activity Code— Enter the corpora-

rﬁ Line 3. Interest Income Attributable to Wisconsin —
Multiply the anount on line 1 by the percentage on line 2, if
applicable. Nonunitary, multistate corporations should enter the
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amount of federal, state, and municipgdvernment interest Caution: The credit may not be offset against either the built-in
attributable to Wisconsin as determinedider the separate gains tax or the temporary recycling surcharge.
accounting method (see page 21).
Line 1. Enterthe total cost (including Wisconsin state, county,
Note: A tax-option (S) corporation can't offset a net operating  and stadium sales and use taxes) of all fuel and electricit
loss carryforward from a year when it was a regular (C) cor-  purchased during the taxable year for use in Wisconsin.
poration against this interest income. Sections 71.26(4) and
71.365(2), Wis. Stats., prohibit tax-option (S) corporations fronLine 2. Enter the cost of fuel and electricity included on line 1
claiming net business loss carryforwards. (including Wisconsin state,otinty, and stadium sales and use
taxes) that wasn't or won't be used for manufacturing. This
M Line 4. Franchise Tax— Enter 7.9% of the amount reported  includes fuel and electricity for heating and lighting office space
on line 3. and watkgousingspace for raw materials and finished goods and
for other nonmanufacturing purposes.
M Line 5. Manufacturer's Sales Tax Credit — Complete
Schedule Z on Form 5S-1 and enter the available credit. Line 4. Enter any ounty and stadium sales and use taxes
included on line 3. (The county tax rated5% (.005) in Wiscon-
sin counties that have adopted the county tax. The stadium tax
Schedule Z rate is 0.1% (.001) in Wisconsin counties where the stadium tax

applies.)

Pine 6. Enter purchases included on line 5 on which no
8¥isconsin sales or use taxes were paid. An example is the
8Bortion of coke purchased without tax by a foundry that becomes
an ingredient or component part of a manufactured article.

In addition, a corporation that owns an interest in a pass-throughne 10 Add lines 8 and 9. This is the 1998mufacturer’s sales

entity, such as a partnership, which is engaged in manufacturing, -rejit hased on the corporation’s manufacturing activities.
in Wisconsin may claim its share of the entity’s manufacturer’'s

sales tax credit computed for the entity’s taxable years beginningne 11 Enter the amunt of manufacturer's sales tax credit
on or after January 1, 1998. The passsugh credit may be offset passed through from other entities from Schedule Z-1, column f.
only against the tax imposed on the corporation’s share of th

entity’s net income. Use Schedule Z-1 to figure the allowablg jne 12 Enter any unused manufacturer's sales tax credit from
credit from pass-through entities. 1983 through 1997.

Corporations that are engaged in manufacturing in Wisconsi
may claim a credit for Wisconsin state, county, and stadium sal
and use taxes paid on fuel and electricity consumed in manuf
turing.

Manufacturing has the meaning designated in sec. 77.54(6my;
Wis. Stats., which states in part that “manufacturing” is th

production by machinery of a new article with a different form,
use, and name from existing materials by a process popular
regarded as manufacturing.

ote: The total amount of crediomputed for the current taxable

ear plus any pre-1998 credit carryover used to offset the
rorporation’s 1998 Wisconsin franchise tax must be included as
Ncome. See the instructions for Schedule 5K.

Manufacturing includes the assembly of finished units of tangible . ] ]

personal property and packaging when it is a part of an operatidl Line 6. Community Development Finance Credit— Enter

performed by the producer of the product or by another on his dhe available credit.

her behalf and the package or container becomes a part of the _ o _ _ _

tangible personal property as such unit is customarily offered fo€orporations that make contributions to the Wisconsin Housing

sale by the manufacturer. and Economic Development Authority and, in the same year,
purchase common stock in the Wisconsin Community Develop-

It includes the conveyance of raw materials and supplies frorment Finance Company may claim a credit.

plant inventory to the work point of the same plant, conveyance o )

of work in progress directly from one manufacturing operation tol he credit is nonrefundable and is equal to 75% of the purchase

another in the same plant, and conveyance of finished products jsice of the stock, but may not exceed 75% of the amount that

the point of first storage on the plant premises. It includes thavas contributed to the Wisconsin Community Development

testing or inspection throughout the production cycle. Finance Authority. Anyunusedcredit may be offset against tax
liabilities of the subsequent years, up to 15 years.

Manufacturing does not include storage, delivery to or from the ] ) ) )

plant, repairing or maintaining facilities, or research and developgll Line 8. Net Tax — Subtract line 7 from line 4. If line 7 is

ment. more than line 4, enter zero.

The credit is a nonrefundable credit. To the extent that the credM Line 9. Additional Tax on Tax-Option (S) Corporations —
computed for taxable years beginning on or after January 1, 199€0mplete Schedule Q, on Form 5S-1, and enter the amount of
cannot be used to reduce the corporation’s taxlitgtfor the  additional tax.

current year, it may be passed dbgh to the corporation’s

shareholders based on their ownership interests. Unused credits

may be carried forward for up to 15 years. Schedule Q

Note: A tax-option (S) corporation may not pass through to its 5
shareholdersinused manufacturer’s sales tax credits computed
for taxable years beginning before January 1, 1998.

tax is imposed on a tax-option (S) corporation that has a
ecognized bilt-in gain” during the“recognition period.” A tax-



Line-by-Line Instructions  (continued) Page 9

option (S) corporation may be liable for the tax on built-in gains  carryforwards or capital loss carryforwards aren’t used in figuring
if — the netincome.

a. It was a regular (C) corporation before making its currentine 3. Enter the smaller of the amount on line 1 or line 2.
election to be treated as a tax-option (S) corporation,
The net recognized litrin gain on which the tax may be
b. It made its current election after 1986, imposed is limited by the corporation’s net unrealized built-in
gain. The “net unrealized built-in gain” is the excess of the fair
c. Ithas arecognized tiin gain within 10years from the first market value of the corporation’s assets over the aggregate
day of the first taxable year it became a tax-option (S)adjusted bases of those assets at the date the current tax-option
corporation under its current election (the recadton (S) election became effective.
period), and
If the amount on line 1 exceeds the amount on line 2, the excess
d. The net recognized liiin gains forprior taxable years don’t is treated as a recognized built-in gain in the succeeding taxable
exceed the net unrealized built-in gain. year. This carryover provision applies only in the case of a
corporation that made its tax-option (S) election on or after March
A special federal transitional rule provides relief from the built-in31, 1988.
gains tax for certain small corporations that converted to S
corporation status before 1989. Thige also applies for Wiscon- Note: Corporations doing business only in Wisconsin should skip
sin purposes. A regular (C) corporation electing tax-option (S)ine 4 and enter the amount from line 3 on line 5. Nonunitary,
status that qualifies for relief under the federal rule isn’t subjectnultistate corporations should also skip line 4.
to the Wisconsin built-in gains tax. If theorporation qualifies for
transitional relief, attach a statement to Form 5S. Line 4. Unitary, multigate corporations should complete Form
4B (see the instructions on page 18) and enter on line 4 the
The Wisconsin built-in gains tax also may apply to a federal Sapportionment percentage from Form 4B, line 28 or 33.
corporation that has elected not to be a tax-option (S) corporation
for Wisconsin purposes and subsequently re-elects Wisconslrine 5.  Multiply the arrount on line 3 by thepercentage on line
tax-option (S) status. 4, if applicable. Nonunitary, multistate corporations should enter
the net recognized llt+in gain attributable to Wisconsin as
Line 1. Enter the amount that would be the corporation'sdetermined under the separate accounting method (see page 21).
taxable income for the taxable year if only recognizedttn
gains and recognized iiitin losseswere taken into account. This Line 6. Enter any available Wisconsin net business loss carry-
is the amountomputed under IRC section 1374(d)(2)(A)(1),but  forward from taxable years for which the corporation wasn't a
determined using the Wisconsin basis of the assets. tax-option (S) corporation. Include any capital loss carryforwa
to the extent of net capital gain included in recognizet-i
A “recognized bilt-in gain” is any gain reognized during the gain for the taxable year aftepportionment. See IRC section
recognition period on theale or distribution (disposition) of any 1374(b)(2) for details.
asset, except to the extent the corporation establishes that —
Line 9. Enter any Wisconsin community development finance
a. The asset wasn't held by it on the first day of the first yearcredit available to the corporation, including a credit for the
that the current tax-option (S) election became effective, ocurrent year as well as any carryover from prior taxable years.

b. The recognized gain on aagset exceeds the excess of theNote: Any credit claimed on Form 5S, line 6, must be taken into

fair market value of the asset on the date of conversion oveaccount in determining the available credit.

the adjusted basis of the asset on that first day.

Line 10. Subtract the credit on line 9 from the tax on line 8 and

Note: Recognized built-in gain for the taxable year includes anyenter the result. If the credit on line 9 exceeds the tax on line 8,
carryover of net remgnized bilt-in gain from the preceding enter zero. Also enter the result on Form 5S, line 9.
taxable year. Include on line 1 the cgover amount as recog-
nized built-in gain.

M Line 10. Temporary Recycling Surcharge— Complete

A "recognized bilt-in loss” is any loss reognized during the Schedule S, page 1, and enter the temporary recycling surcharge.

recognition period on the disposition of aagset to the extent the
corporation establishes that —

a. Itowned the asset on the date that the current tax-option (§chedule S
election became effective, and

A temporary recycling surcharge applies to tax-option (S)
b. The loss doesn't exceed the excess of the asset's adjustegrporations that are required to file Form 5S, with certain
basis on the date of conversion over its fair market value agxceptions. The surcharge doesn’t apply to domestic corporations
that time. that don’t have any business adti®s in Wisconsin, foreign
) corporations that don’t have nexus with Wisconsin, and corpora-
Line 2. Enter the amount that would have been the corporations that have less than $4,000 of total receipts from all activities
tion’s Wisconsin net income before apportionment if it were a(as defined on page 1).
regular (C) corporation. Generally, this is the taxable income
determinedunder IRC section 1375(b)(1)(B), adjusted for any Caution: The temporary recycling surcharge is scheduled to
modifications prescribed by Wisconsin law. Net business losgxpire for taxable years ending on or after April 1, 1999.
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Line 20. Complete Schedule 5K and enter the income (loss) frorAmended Return: If you have already filed your 1999 return,
Schedule 5K, line 23, column d. This is the net income (loss) asnter the overpayment you claimed as a credit on your 1999
determined under Wisconsin law, befaqgplication of apportion- return from your previously filed original or amended 1998
ment or separate accounting. It generally includes interest incomieturn. Otherwise, you may allocate the overpaymentfrom line 15
from federal, state, and municipal government obligationsbetween line 16 and line 17 as you choose.
However, for a foreign corporation subject to the income tax
rather than the franchise tax (see pagedb)'t include interest M Line 18. Enter total company gross receipts, gross sales, gross
income that is exempt from state income tax under federal odividends, gross interest income, gross rents, gross royalties, the
Wisconsin law. gross sales price from the disposition of capital assets and

business assets, gross recefiassed through from other entities,
Note: Corporations doing business only in Wisconsin should skimnd all other receipts that are included in gross income before
line 21 and enter the amount from line 20 on line 22. Nonunitaryapportionment for Wisconsin franchise or income tax purposes.
multistate corporations should also skip line 21.

M Line 19. Enter the requested information from the federal
Line 21. Unitary, multigate corporations should complete Form return.
4B (see the instructions on page 18) and enter on line 21 the
apportionment percentage from Form 4B, line 28 or 33. M Lines 20 through 23. Temporary Recycling Surcharge—

See the instructions for Schedule S above.
Line 22. Multiply the anmount on line 20 by the percentage on
line 21, if applicable. Nonunitary, multistate corporations shouldll Lines 24 through 31. Additional Information Required —
enter the net income (loss) attributable to Wisconsin as deteAnswer questions 24 through 31 on page 1 of Form 5S.
mined under the separate accounting method (see page 21).

B Signatures— An officer of the corporation must sign the form
Line 23. Enter the greater of $25 or 0.2173% (.002173) of theat the bottom of page 1. If the return is prepared by someone
amount on line 22, but not more than $9,800. other than an employe of the corporation, the individual who
prepared the return must sign the form, by hand, in the space
provided for the preparer’s signature and furnish the preparing
firm’s federal employer identification number. A self-employed
individual must enter “SSN” and the social security number in the
Sspace for the preparer’s federal employer identification number.

M Line 12. Estimated Tax Payments— Enter estimated tax

payments made or overpayments applied from prior year
returns, minus any “quick refund” applied for on Form 4466W.
Amended Return: If this is an amended return, enter the tax anquneAntigf:hments— Attach a copy of each of the following docu-
temporary recycling surcharge previously paid. Attach a '

worksheet toyour return showing your computations. (See the, v federal Form 1120S with all supporting schedules
instructions for Form 4 or 5 for a sample worksheet.) '

M Line 13. Interest, Penalty, and Late Fee Due— Enter any * Your Wisconsin Schedules 5K-1.

interest, penalty, and late fee due from Form 4U, line 17 0r 26., Ay other required Wisconsin forms, schedules, or statements.

Amended Return — Refund Claimed:If you previously were Include a list of your solely owned LLCs and QSSSs.

assessed interest for underpayment of estimated taxes, complgt
an amended Form 4U, Part |, based on the total of the amounts
shown on lines 8 and 10. Enter the difference between th@ anded Return: If this is an amended return. attach an
underpaymentinterest from the amended Form 4U, line 17, a planation of the' changes made and alummrting’ forms or

the amount you previously paid éne 13. Show an overpayment ¢cheqyles. Also attach a worksheet showing how you figured
in parentheses. Attach Form 4U to your amended return. Othefz, \ addtional refund or additional amount owed. Send the
wise, leave line 13 blank. The department will compute interest j,anded return to the Wisconsin Department of Revenue, P.O.
on the amount of refund approved. Box 8908, Madison, Wl 53708-8908.

Amended Return — Additional Amount Owed: Use the

worksheet included in the Form 4 or 5 instructions to calculate

the interest owed. Otherwise, the department will computéchedule 5K — Shareholders’ Shares
interest on the tax owed. of Income, Deductions, etc.

Any extension of time to file your return.

H Line 14. Tax Due— If the total of lines 11 and 13 is larger ]

than line 12, enter the amnt owed. Attach your check to the Schedule 5K is a summary schedule of all the shareholders’

front of Form 5S. shares of the corporation’s income, deductions, etc., as computed
under Wisconsin law, similar to federal Schedule K.

M Line 15. Overpayment— If line 12 is larger than the total of ) .

lines 11 and 13, enter the overpayment. Enter the applicable amounts from federal Schedule K in column
b of Schedule 5K. For the net long-tegain (loss) items reported

M Line 16. 1999 Estimated Tax— Enter the amount of any on lines 4e and 5, use thetalsfor the year from Schedule K.

overpayment from line 15 that is to be credited to the corpora-

tion’s 1999 estimated tax. The balance of any overpayment wilEnter any adjustments necessary to arrive at the amount of any
be refunded. share item under Wisconsin law in columrBe sure to attach

to Form 5S an explanation of any adjustments in column c.
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Enter the amount determined under Wisconsin law in column dDepartment of Reveny€ebruary 24, 1993). Therefore, corpora-
tions have the option of (1) claiming the same depreciation
. , . deduction as for federal purposes, or (2) continuing their present
Caution: Don't make any adjustments on Schedule 5K t0 method of depreciation. Basis differences resulting from the use
exclude anonresident or part-year resident shareholdel’s f gifferent federal and state depreciation methods are accounted
share of tax-option (S) items that are attributable to business o when the assets are disposed of in a taxable transaction. For

outside Wisconsin. These adjustments will be made on the inf ti the t leasaNtis in Tax Bulleti
Schedule 5K-1 of each affected shareholder, as describ¢d in;r3n4ogg£0(g$alé%n§’spea%e fgf X releasaseonsin fax BUlen

the instructions for Schedule 5K-1 that follow.

f. Wisconsin and federal depreciation may have been differentin

the case of investment credit property. A corporation electing to

Note: Show additions as a positive nber. Show subtractions by claim an investment tax credit for federal income tax purposes
putting the amount in parentheses. could either (1) claim the credit and reduce the depreciable basis

) N ] of the property by one-half of such credit, or (2) in the case of

B Lines 1 through 11, 14, and 15Additions to or subtractions regular investment tax credit property, claim a reduced invest-
from federal amounts may be required for the following items: ment credit and not reduce the depreciable basis of the property.

1. Differences between the federal and Wisconsin deductions f@orporations that claimed an investment tax credit on their
depreciation or amortization. federal return (and reduced the federal basis of the assets) weren't
] ] . required to reduce the basis of the investment credit property for
For assets first placed into service on or after January 1, 1998visconsin purposes and could either (1) claim the same deprecia-
compute depreciation or amortization under either the Internalon for Wisconsin as that claimed for federal purposes (except
Revenue Code in effect for the year for which the return is filedior item e above) anteceive a deduction for the basis difference
or the Internal Revenue Code as amended to December 31, 1997, the year the property is disposed of, pursuant to sec.
at the taxpayer’s option. 71.04(15)(e), Wis. Stats. (1985-86), or (2) claim depreciation on
the asset’s full (unreduced) basis for Wisconsin. (The second

An asset placed in service before 1998 must continue to bgethod required separate depreciation records for Wisconsin pur-
depreciated or amortized under thethiod allowable for Wiscon-  poses.)

sin purposes for the year in which it was placed in service.
) ) ] ] o . Intangible drilling costs incurred after ti®80 taxable year
Many differences in Wisconsin and federal depreciation an%re deductible for federal purposes under IRC section 263(c).
amortization existed before January 1987, including the Before the1987 taxable year, the amount of depletion, depre-
following: ciation, or write-off allowable for Wisconsin purposes was
) ] ) limited to that allowable under the Internal Revenue Code in
a. IRC section 168(f)(8), refiag to a special rule for leases (safe effect on December 31,980, or, in the alternative, theternal
harbor), didn’t apply for Wisconsin purposes. S&&sconsin Tax Revenue Code applicable to the calendar year 1972.
Bulletin 84 (October 1993, page 22) for further details about
Wisconsin’s treatment of safe harbor leases. h. For the following property acquired in the 1986 taxable year,
L , but before January 1, 198Fepreciation must be computed under
b. Telegraph, pipeline, gas, electric, steam, and telephone coffhe December 31, 1980, Internal Revenue Code: (1) residential
panies (definedunder secs. 76.02(4), Wis. Stats. (1983-84),real property, and (2) property used in farming, as defined in IRC
76.02(5b), 76.28(1)(e)1., 3., and 4., and 76.38(1)(c), Wis. Statsection464(e)(1), if the corporation’s Wisconsgross farm re-
(198586), except for specialized common carriers) had tceipts or sales exceeded $155,000 for the 1986 taxable year.
compute depreciation under the Internal Revenue Code in effect
on December 31, 1980, for assets acquired during the periqd For federal tax purposes, corporations may elect to expense,
beginning with thel981 taxable year and ending on Decemberynder IRC sectiori79, a portion of the cost of “section 179"
31, 1986 Note: TheBeatrice Cheese, Indecision described in  property placed in service after the 1981 calendar year. For
item e below doesn’t apply to these companies. Wisconsin purposes, before the 1987 taxable year, corporations
. . (except regulated investment companies and real estate invest-
c. Waste treatment and pollution abatement plants and equipmegient trusts) couldn’t claim this expense. Instead, depreciation
could be deducted or amortized pursuant to sec. 71.04(2b) or (2gjas allowable on the cost basis of the property, without reduction
Wis. Stats. (1985-86). for the amount the corporation may haslected to expense under
. . section 179 for federal purposes.
d. Alternative energy systems could be deducted or amortized
pursuantto sec. 71.04(16), Wis. Stats. (1985-86). For assets placed in service before January 1, 1987, these differ-
ences in depreciation (items a through i) continue to exist. There-

e. The federal accelerated cost recovery system (ACRS) washdre, the depreciation deduction may be different for Wisconsin
allowable for Wisconsin purposes for property located outsidend federal purposes.

Wisconsin and first placed in service from January 1, 1983,

through December 31, 1986. Instead, depreciation was to b® Differences between the federal and Wisconsin basis of assets
computedunder a method peritted by the Internal Revenue disposed of during the taxable year.

Code as of December 31980, or, in the alternative, the Internal

Revenue Code applicable to the calendar year 1972. For example, a corporation sold the following assets, which had

i . . been held more than one year:
However, the Wisconsin Tax Appeals Commission declared this

provision unconstitutional iBeatrice Cheese, Inc. vs. Wisconsin
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Selling Wisconsin Federal For Wisconsin purposes, the gain on the sale of an asset is
Price Basis Basis reduced by any Wisconsin built-in gains tax paid by the corpo-
. ration on that asset. For federal purposes, however, the gain is
Equipment  $ 1,000 $ 1,500 $ 500  reduced by the federal built-in gains tax.

Machinery 15,000 5,000 17,500
Building 200,000 150,000 120,000 9. Additions for any federal capital gains tax that reduced net
. . . long-term capital gain and for any federal excess net passive
The gains (losses) realized on these transactions are — income tax that reduced items of passive investment income for
Wisconsin Federal federal purposes.
Gain (Loss)  Gain (Loss) M Line 12a.Enter, in column d, the amount of manufacturer’s
- sales tax credit that is being passed through to the shareholders.
,I\Eﬂglé'ﬁmeerr;t $ 10(888) $ @ 288) The credit passed through can’t exceed the sum of the amounts
Building 50 000 80.000 reported on Wisconsin Schedule Z, line 10, and Schedule Z-1,
Total $ 59500 $ 78000 column e, reduced by any portion used by the corporation on

Form 58S, line 5. Attach Schedule Z, and Schedule Z-1 if applica-

For federal purposes, the $500 gain on the sale of the equipme?€ to the Form 5S filed with the department.
is determined to be depreciation recapture, which is treated as

ordinary gain and included in the corporation’s ordinary incomdl Line 12b. Enter, in column d, the available development zones
or loss on Form 5S, Schedule 5K, line 1, column b. credit as computed on Wisconsin Schedule DC. Attach Schedule

DC to the Form 5S filed with the department.

The corporation must recompute a federal Form 4797, substitut- i ) i

ing the Wisconsin depreciation allowed or allowable and” Special tax credit may be available for shareholders of tax-

Wisconsin basis of the assets for the federal amounts. option (S) corporations doing business in Wisconsin development
or enterprise development zones. The credit is based on expendi-

For Wisconsin purposes, $5,000 of the gain on the sale of thiélres for environmental remediation and job creation or retention.

machinery is determined to be depreciation recapture, which i§he Wisconsin Department of Commerce administers the Wis-
treated as ordinary gain. consin development zones programs. For more information about

the programs, write to the Division of Community Development,

The corporation enters $4,500 ($5,000 Wisconsin ordinary gaiMVisconsin Department of Commerce, P.O. Box 7970, Madison,
minus $500 federal ordinary gain) on Schedule 5K, line 1 WI53707-7970or call (608) 266-3751.
column c. The corporation makes the following entries on

Schedule 5K, line 5$77,500 in column b$(23,000)in column M Line 12c. Enter, in column d, the supplement to the federal
¢, and $54,500 in column d. historic rehabilitation tax credit as computed on Wisconsin

Schedule HR, line 5. Attach Schedule HR to the Form 5S filed
3. Adjustments required because the federal amount in coluniiith the department.

b was computed using a provision of the Internal Revenue Code . ) .
that doesn’t apply for Wisconsin purposes. Shareholders of tax-option (S) corporations that rehabilitate

certified historic structures located in Wisconsin and used for
For example, federal law changes enacted after December 3Usiness purposes may claim a credit. The State Historical
1997, generally won't apply folVisconsin purposes unless retro- Society of Wisconsin administers the historic preservation

actively adopted by the Wisconsin Legislature. program. For more informatiorbautthis program, write to the
Division of Historic Preservation, State Historical Society of

4. Adjustments required as a result of making different elecWisconsin, 816 State Street, Madison, ¥8706-1488 or call
tions for Wisconsin and federal purposes. (608) 264-6500.

5. An addition (on line 1) for the sum of the corporation’s M Line 13.1f the corporation does business in another state and
manufacturer’s sales tax credit computed (from Schedule Z, lingither the corporation or its shareholders must pay an income or
10), the credits passed through from other entities (the total frofanchise tax on or measured by the corporation’s income earned

Schedule Z-1, column e), plus any 898 credit carryover there, Wisconsin resident shareholders may be able to claim
claimed on Form 5S, line 5. credit on their individual income tax returns for their pro rata

shares of the tax paid. Credit is allowed only if the income taxed
6. An addition (on line 1) for development zones creditby the other state is considered taxable income by Wisconsin.
computed o998 Schedule DC, line 5, to the extent that the = )
amount isn’t included in federal income. Fill in line 13 if —

7. Anaddition (on line 1) fotaxes imposed by Wisconsin, any ¢ The corporation’s S status is recognized by the other state and
other state, and the District of Columbia that are value-added the corporation files a combined or composite return with that
taxes, single business taxes, or taxes on or measured by netstate on behalf of the shareholders who are nonresidents of that
income, gross income, gross receipts, or capital stock and were state and pays the tax on their pro rata shares of the corpora-
deducted in computing federal ordinary income. tion’s income earned there.

8. Adjustments required to the recognized built-in gain items i The corporation’s S status is recognized by the other state and

the corporation owes either a federal or a Wisconsin built-in gains the corporation files a corporate franchise or income tax return
tax. with that state and pays tax on the income earned there that is

attributable to the shareholders who amnresidents of that
state.
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» The corporation’s S status isn’t recognized by dtiger state  gross sales price of capital assets and property used in a trade or
and the corporation pays an income or franchise tax on or  business.
measured by the income earned there.
M Line 23. Combine lines 1 through 6 in columns b and d. From
Enter the name of the state in the space provided and the amount  the result subtract the sum of lines 7 through 11a and 15b. Ac
of franchise or income tax paid to that state in column d. If taxis  subtract, as appropriate, any income or deductions reported
paid to more than three states, write “see attached” on one of the  line 21 that affect the computation of taxable income.
entry lines, enter the total asunt on that line in column d, and
attach a schedule listing all states and the amount of franchise blote: When computing the amount to enter in column d, be sure
income tax paid to each state. to take into account any state and municipal government bond
interest income that is taxable by Wisconsin, any other federally
Attach to Form 5S a copy of the franchise or income tax return ~ exempt income that is taxable by Wisconsin, and any expens
filed with each state for which a credit is claimed. that aomdeductible for Wisconsin purposes. In didd, be
sure to include in column d interest income from federal, state,
H Lines 16 and 17.Income reported on line 16 or 17 that is and municipal obligations that is reportable on Form 5S, page 1,
exempt for federal purposes but taxable by Wisconsin, such dse 1.
state and municipal government bond interest, is shown as a
subtractionin column c. If more income is nontaxable for Enter the amaunt from line 23, column d, on Form 5S, page 1,
Wisconsin purposes than for federal purposes, show the addi- line 20.
tional anount of exempincome as amaddition The Wisconsin
amount in column d is the amant of tax-exempt income for
Wisconsin purposes.

Schedule 5M — Analysis of

M Line 18. Expenses on line 18 that are nondeductible federallyVisconsin Accumulated Adjustments Account

but deductible for Wisconsin purposes are showsuastractions and Other Adjustments Account

in column c. If more expenses are nondeductible for Wisconsin

purposes than for federal purposes, show the additional amouw. . .

of nondeductible expenses asatdition The Wisconsin amount /isconsin Accumulated Adjustments Account

in column d is the nondeductible expense for Wisconsin purThe Wisconsin Accumulated Adjustments Account (AAA) is an

poses. account of a tax-option (S) corporation that is used in taxable
years beginning after December 31, 1982, to compute the

M Lines 19 and 20Adjustments to the federal amounts of theseWisconsin tax effect of distributions from the corporation to its

items may be necessary because of differences between thkareholders. The Wisconsin AAA will have a zero balance on

Wisconsin and federal accumulated adjustmentsatts, pre-  the first day of the tax-option (S) corporation’s first taxable year

viously taxedundistributed income, and accumulated earning$eginning after December 31, 1982.

and profits. These differences may occur because the computation

of Wisconsin and federal “net income (loss)” differed for the At the end of the current taxable year, if the corporation doesn’t

1979 through 1986 fable years and Wisconsin didn’t recognize have accumulated earnings and profits for Wisconsin purposes,

tax-option (S) corporations for years befoi®79. See the the Wisconsin AAA is increased or decreased by the following

instructions for Schedule 5M on page 13 for more informationitems:

about distributions.

Increased by e Taxable income and gains, as determined

Report the dividend distributions entered on line 20 to the under Wisconsin law.

shareholders on Schedule 5K-1, line 20, for Wisconsin. This » Nontaxable income earned in taxable year

differs from the federal requirement to report thecamt of the 1987 and thereafter (nontaxable income

dividends on Form 1099-DIV rather than on Schedule K-1. earned beforel987 didn't increase the
Wisconsin AAA).

M Line 21. On an attached schedule, show any items and
amounts not included dimes 1 through 20 that must be reported Decreased by < Deductible losses and expenses, as deter-

separately to the shareholders. Include the federauamm any mined under Wisconsin law.

adjustment, and the amount determined under Wisconsin law for * Nondeductible expenses, not due to timing

each item. differences (that is, expenses that are never
deductible for Wisconsin purposes).

If the interest income on line 4a, column b, includes any interest + Distributions applicable to the Wisconsin

from United States government obligations that is taxable for AAA.

federal purposes but exempt from Wisconsin individual income » The amount of the gplement to the federal

taxes, indicate the amunt of United States governmentinterest historic rehabilitation tax credit computed.

on this schedule.

At the end of the current taxable year, if the corporation has
Note: Explain any differences in the federal and Wisconsinaccumulated earnings and profits for Wisconsin purposes, the
amounts of tax-exemjmcome reported on line 16 or 17, column Wisconsin AAA isn’t increased by nontaxable income nor
¢, or nondeductible expenses reported on line 18, column c, atecreased bynondeductible expenses related to nontaxable
the attached schedule. income. Instead, adjustments for nontaxable income and related

expenses are made to the Wisconsin Other Adjustments Account
M Line 22. Enter the gross income, as determined under Wisas explained below. If the tax-option corporation is subject to a
consin law, from all activities. This includes gross receipts offranchise tax measured by certain federal, state, and municipal
sales, gross rents and royalties, interest and dividends, and tgevernmentbond interest, that interest is treated as taxable

income which increases the Wisconsin AAA.
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Note: For purposes of the Wisconsin AAA, taxable income and  the excess, if any, of reductions in the AAA for the year othe
deductible losses and expenses are the total company amountsas  than for distributions over increases in the AAA for the yea
determined under Wisconsin law. Ttetal company amounts are
those before application of either apportionment or separatia tax-option corporation makes more than one distribution to its
accounting to compute a multistate corporation’s income, lossshareholders during its taxable year and the total distribution
and deductions attributable to Wisconsin. exceeds the aount in the Wisconsin AAA at the end of the
corporation’s taxable year, allocate the amount in the Wisconsin
As with the federal AAA, the Wisconsin AAA may have a  AAA among the distributions on a proportionate basis.
negative balance. Due to past and current differences in the
computation of income, loss, and deductions, the federal AAAf a Subchapter S election is revoked or terminated, distributions
and Wisconsin AAA may not have the same balance. This magf money during the post-termination transition period by the
create a difference between the federal and Wisconsin treatmdotmer tax-option (S) corporation to its shareholders are nontax-
of all or a part of any corporate distributions at the shareholdeable to the extent of the corporation’s Wisconsin AAA, but not in
level. excess of a shareholder’s stock basis. These nontaxable distribu-
tions reduce the adjusted basis of the shareholder’s stock.
Wisconsin Other Adjustments Account

The Wisconsin Other Adjustments Account (OAA) is maintained! Ne t&x-option (S) corporation may elect, with the consent of all
only by corporations that have accumulated earnings and profit§ Shareholders to whom distributions are made during the tax-
at year-end. Since 1987 was the first year for which a Wisconsigle year, to have all distributions of money treated as dividends
OAA may be used, the Wisconsin OAA will have a zero balancd® the extent of the corporation’s accumulated earnings and prof-
at the beginning of the corporation’s 1987 taxable year. Thds for Wisconsin purposes. A similar election is available in the
account is increased by nontaxable income and decreased §§S€ Of a former tax-option (S) corporation during the post-
related expenses. The account is also decreased by any distrifgfmination transition period.

tions during the taxable year which are applicable to the Wiscon-

sin OAA.

Schedule 5K-1 — Tax-Option (S) Corporation

If the tax-option corporation is subject to a franchise tax meaghareholder’s Share of Income. Deductions
sured by certain federal, state, and municipal government borégc ’ ’

interest, that interest is treated as taxable income which increasgs~:
the Wisconsin AAA, not the Wisconsin OAA.

Schedule 5K-1 shows each shareholder’'s share of the corpor-

The Wisconsin OAA may not agree with the federal OAA. ation’s income, deductions, etc., which have been summarized on

o Schedule 5K. Like Schedule 5K, Schedule 5K-1 requires an entry
Distributions for the federal amount, adjusent, and amount determined under
For Wisconsin, a distribution is treated as follows: Wisconsin law of each applicable share item.

1. A nontaxable distribution of net income to the extent of theAttach a copy of each shareholder’s Schedule 5K-1 to the Form
Wisconsin AAA, but not in excess of the shareholder's5S filed with the department. Keep a copy as a part of the
Wisconsin stock basis. corporation’s records, and give each shareholder his or her own

separate copy. Schedule 5K-1 muspipepared and given to each

2. A nontaxable distribution of the shareholder's Wisconsinshareholder on or before the day on which Form 5S is filed. In
“previously taxedundistributed income” from the 1979 addition, give each shareholder a copy of the “Shareholder’s
taxable year through the last taxable year beginning beforstructions for 1998 Schedule 5K-1.”

January 1, 1983, but not in excess of the shareholder's

Wisconsin stock basis after applying the distributions in 1INote: If the corporation does business only in Wisconsin and has

above. no adjustments in column c or Wisconsin credits in column d of
Schedule 5K, it isn’'t necessary to prepare a Wisconsin Schedule

3. Ataxable dividend to the extent of accumulated earnings an8K-1 for each shareholder. In addition, a Schedule 5K-1 isn’'t
profits. required for a full-year Wisconsin resident shareholder of a

corporation that does business in and outside Wisconsin provided

4. Anontaable distribution of exemptincome to the extent ofthere aren’t any Wisconsin adjustments or credits. Be sure to
the Wisconsin OAA, but not in excess of the shareholder'state on the shareholders’ federal Schedules K-1, including the
Wisconsin stock basis after applying the distributions in lcopies filed with the Department of Revenue, that there aren’t
and 2 above. any Wisconsin adjustments or credits.

5. A nontaxable return of capital to the extent of the sharel Identifying Numbers, Names, and AddressesOn each
holder’s Wisconsin stock basis after applying the distribu-Schedule 5K-1, enter the shareholder's identifying number (social
tionsin 1, 2, and 4 above. security number for individuals), name, and address and the

corporation’s federal employer identification number, name, and

All non-dividend distributions in excess of basis are treated aaddress in the appropriate spaces.

taxable gain from the sale or exchange of property.

o H [tem A. Enter the shareholder’s percentage of stock ownership

For taxable years beginning on or after January 1, 1997, whefor the taxable year. If there was a change in shareholders or in

there is a “net negative adjustment” for the year, any net loss fahe relative interest in stock the shareholders owned during the

the year is disregarded in adjusting the AAA for purposes otaxable year, each shareholder's percentage of ownership is
distributions made during the year. A net negative adjustment igeighted for the number of days in the taxable year that stock
was owned.
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H Item B. Enter the shareholder’s state of residence (domicile)Nonresidents of Wisconsin

If the state of residence changed during the corporation’s taxablggividuals who arenonresidents of Wisconsin must report to
year, indicate all states involved. If ts&areholder moved into or \yjsconsin allincome or loss that is earned or incurred in Wisconsin.
out of Wisconsin during the corporation’s taxable year, and the

corporation does business in and outside Wisconsin, the sharge corporation does business only in Wisconsin, a nonresident
holder's Wisconsin share of the tax-option items will be affectedsnarenolder’s share of the adjustment and Wisconsin amount of
See the instructions below for lines 1 through 6, 8, 10, 14, and 1gach item is thetmreholder’s share (based on his or her percent-
for more information. age of stock ownership) of the adjustment and Wisconsin amount

H [tem C. Check this box only if the shareholder is a nonresidentShown on Schedule SK.

or part-year resident of Wisconsin during the corporation'si the corporation does business in and outside Wisconsin, a
taxable year and the corporation is a multistate corporation thgjonresidentisareholder’s Wisconsin amount (column d) of each
would figure its income under the apportionment method if ititem is the shareholder’s share (based on his or her percentage of
were a regular (C) corporation. (See the instructions for Form 4Bsiqck ownership) of the item that is attributable to Wisconsin
Apportionment Data, on page 18.) Enter the corporation’ypased on apptionment or separate accounting, as appropriate).
apportionment percentage from Form 4B, line 28 or 33. Includgrhe adjustment (column c) is the amount necessary to reconcile
Form 4B with the Form 5S filed with the department. the federal amount and the Wisconsin amoiihis adjustment

. . . ., __includes the shareholder’s share of any adjustment on Schedule
W Item D. Check this box only if the shareholder is a nonresidentk column ¢, as well as the shareholder’s share of the Wisconsin

or part-year resident of Wisconsin during the corporation’symoynt of the item, shown on Schedule 5K, column d, which
taxable year and the corporation is a multistate corporation tha§n'+ attributable to Wisconsin.

would figure its income under the separate accounting method |

it were a regular (C) corporation. (See the instructions for Form the corporation is a unitary, multistate corporation, complete
4C, Separate Accounting Data, on page 21.) Attach a schedulegrm 4B and enter the apportionment percentage from Form 4B,
similar to Form 4C, that shows the allocation of the Wisconsinine 28 or 33, in the space provided in item C for each nonresi-
amount (column d) oach share item on Schedule 5K, lines 1gent shareholder. Compute the Wisconsin amount of each share
through 6, 8, 10, 14, and 15, if applicable, to Wisconsin andtem by multiplying the Wisconsin aaunt (column d) for that
outside Wisconsin. This schedule should also show the basis ggm from Schedule 5K by the apportionment percentage and
such allocation. multiplying that result by the nonresident shareholder’s percent-

. . . f stock hip. See th [ 17.
M Item E. If the corporation ceased to exist, withdrew from age ot sfock ownership. see Ihe example on page

Wisconsin, or terminated its tax-option (S) election or if theif the corporation has nonapportionable income (loss) on Form
shareholder terminated his or her interest in the corporatloaB, line 5, compute the Wisconsin amount of any affected item
during the taxable year, check the “Final 5K-1" box. To correctyy myitiplying the amount of the nonapportionable share item
an error in a Schedule 5K-1 already filed, file an amendedtributed to Wisconsin on Form 4B, adjusted for anyoant
Schedule 5K-1 and check the “Amended 5K-1" box. shown on Schedule 5K, column c, by thenresident share-

, holder’ t f stock hip.
M Lines 1 through 6, 8, 10, 14, and 15Enter the shareholder’s Older's percentage ot stock ownership
share of the federal amount, adjustment, and amount determingdne corporation is a nonunitary, rtistate corporation, com-

under Wisconsin law for each item. The federal amount is thjete a schedule similar to Form 4C that shows the allocation of
amount reported on federal Schedule K-1. the Wisconsin amount (column d) @ich share item on Schedule

) . . . . BK, lines 1 through 6, 8, 10, 14, and 15aplicable, to Wiscon-
Note: On line 23, explain the reason for any adjustment ingjy and outside Wisconsin. This schedule should also show the
column c. If the difference arises as a result of a federal lavysgis of such allocation. Compute the Wisconsin amount of each
enacted after December 31, 1997, which isn't adopted by Wisshare jtem by multiplying the amount allocated to Wisconsin on

consin, identify this as a “Schedule | adjustment.” Each sharegch g schedule by the nonresident shareholder’s percentage of
holder must account fahis difference on Wisconsin Schedule I. gtock ownership.

Wisconsin Residents If the amount of a share item reported on altistate corpora-
Individuals who are full-year residents of Wisconsin must reportion’s Schedule 5K differs for federal and Wisconsin purposes,

to Wisconsin all income or loss regardless of where itis earned  indicate on linen@8rasident or part-year resident share-

or incurred. Therefore, if a tax-option (S) corporation does  holder's pro rata share of the Wiscomsint eshown on
business in and outside Wisconsin, it shouldn’t allocate a Schedule 5K, colufmisds the shareholder’s share of the
Wisconsin resident shareholder’s share of its income, loss, arittm determined under Wisconsin law before application of
deductions between Wisconsin and elsewhere. Wisconsiapportionment or separatgccountingThe shareholder uses this
residents must report their shares of the corporation’s entire information to calculate the Wisconsin basis in the corporatior
income, loss, and deductions, regardless of the source. stock.

A Wisconsin resident shareholder’s share of the adjustment ariRart-Year Residents of Wisconsin

Wisconsin amount for each item is tekareholder’s share (based |ngjviduals who are part-year residents of Wisconsin must report

on his or her percentage of stock ownership) of the adjustmen wjisconsin all income or loss, regardless of where it is earned

and Wisconsin amount shown on Schedule 5K. See the examplg incurred, while they were residents of Wisconsin and all

on page 17. income or loss earned or incurred in Wisconsin, while they were
nonresidents of Wisconsin.
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If the corporation does business only in Wisconsin, a part-yedxote: The shareholder's Wisconsin basis of the corporation’s

resident shareholder’s share of the adjustment and Wisconsin  stock must be reduced by hisapontéomate share of the

amount of each item is the shareholder’s share (based on his or  historic rehabilitation tax credit computed.

her percentage of stock ownership) of the adjustment and

Wisconsin amount shown on Schedule 5K. H Line 13. Complete this line only for full-year Wisconsin
resident shareholders and part-year Wisconsin resident sharehold-

If the corporation does business in and outside Wisconsin, ers. Enter zero for nonresident shareholders.

compute a part-year resident shareholder’'s Wisconsiouam

(column d) of each item in two parts, one for the portion of theFor a full-year resident, enter the shareholder's share, based on

corporation’s taxable year that the shareholder was a resident thfe percentage of stock ownership, of the credit(s) on Schedule

Wisconsin and one for the portion of the corporation’s taxableK, line 13.

year that the shareholder was a nonresidefYisiconsin. For this

purpose, the aount of any share item is determined on a dailyFor a part-year resident, credit is allowable for only the portion

basis. That is, every share item is allocated between the residesft the corporation’s taxable year that the shareholder was a

and nonresident status of tekareholder based on the number of Wisconsin resident. Therefore, enter theoammt computed by

days during the corporation’s taxable year that the shareholdenultiplying the credit(s) on Schedule 5K, line 13, by the share-

was a resident or nonresident of Wisconsin. The shareholdert®lder’s percentage of stock ownership and then multiplying that

share of an item for each period (resident or nonresident) igesult by the ratio of days that the shareholder was a resident of

determined in the same manner as that of full-year residents aiisconsin during the corporation’s taxable year to the total days

nonresidents, respectively. See the example on page 17. in the corporation’s taxable year.

M Lines 7 and 9 through 11 Enter the shareholder’s share of the B Lines 16 through 18.Enter the shareholder’'s share of the

federal amount, adjustment, and Wissim amount for each item. federal amount, adjustment, and Wisconsin amount for each of

A shareholder may choose to treat items that are deductible gdhese items. The federal amount in column b is the amount

federal Schedule A in either of the following ways: reported on the shareholder’s federal Schedule K-1. The adjust-
ment in column c is the difference between the nontaxable or

» As deductions which may be includable in the Wisconsinnondeductible amount féederal and Wisconsin purposes. Show

itemized deduction credit, or increasesn the amount of tax-exempt income or nondeductible

expenses aadditions Reportdecreasesn the amount of tax-

» As modifications which are subtracted from federal adjusted  exempt incomendeductible expenses sigbtractions The

gross income to arrive at Wisconsin adjusted gross income. Wisconsiananfcolumn d) is the amount of nontaxable

income or nondeductible expenses for Wisconsin.

Show the amount that would be used in the Wisconsin itemized

deduction credit in column d. If a different awnt would be  AWisconsin resident shareholder’s share of the adjustment and

claimed as a subtraction modification, explain how to figure that ~ Wisconsmiatis theshareholder’s share (based on his or her

amount on line 23. percentage of stock ownership) of the adjustment and Wisconsin
amount from Schedule 5K.

For items included in the Wisconsin itemized deduction credit,

multiply the anounts on Schedule 5K by the shareholder’'s stock  If the corporation does business only in Wisconsin, a nonreside

ownership percentage. Don’'t multiply this result by the Wiscon-  or part-year resident shareholder’s share of the adjustment a

sin apportionment percentage or allocate it in and outside  Wisconsurawieach item is the shareholder’s share (based

Wisconsin using separate accounting. on his or her percentage of stock ownership) of the adjustmer
and Wisconsin amount shown on Schedule 5K.

For items claimed as subtraction modifications, the Wisconsin

amount is limited to the amount actually allowed as an itemized  If the corporation does business in and outside Wisconsin,

deduction for federal purposes. For a nonresident or part-year nresident shareholder’s adjustment (column c) is the share-

resident shareholder of a multistate corporation, the Wisconsin holder’s share (based on his or her percentage of stock owr

amount is further limited to that portion of the federally deduct-  ship) of the item that is attributable to Wisconsin (based or

ible amount that is attributable Wisconsin (based on apportion- pgortionment or separate ammting, as appropriate). The

ment or separate accounting, as appropriate). Refer to the  Wisconsin amount (column difisrérece between columns

instructions for lines 1 tlwugh 6, 8, 10, 14, and 15, above. For b and c.

such a shareholder, explain on line 23 how to figure the portion

of the federally deductible amount that is attributable to Wisconif the corporation is a multistate corporation, a part-year resident

sin. shareholder’s adjustment (column c) is computed in two parts,
one for the portion of the corporation’s taxable year that the

M Line 12a.Enter the shareholder’s share, based on the percent-  shareholder was a resident of Wisconsin and one for the por

age of stock ownership, of the manufacturer’s sales tax credit  of the corporation’s taxable year that the shareholder was

from Schedules Z and Z-1. nonresident. Th&Visconsin amount (column d) is the difference
between columns b and c.

M Line 12b. Enter the shareholder’s share, based on the percent-

age of stock ownership, of the development zones credit frorll Lines 19 and 20.Enter the shareholder’s share, based on the

Schedule DC. percentage of stock ownership, for each of these items. The
shareholder’s state of residence doesn’t affect the calculations.

M Line 12c.Enter the shareholder’s share, based on the percent-

age of stock ownership, of the supplement to the federal historill Line 21. Enter the amount of loan repayments made to the

rehabilitation tax credit from Schedule HR. shareholder. The shareholder’s state of residence doesn't affec
this item.
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M Line 22. Enter the shareholder’s share, based on the percent-  resident of Wisconsin until moving to lllinois on April 1, 1998
age of stock ownership, of the corporation’s gross income thatis ~ Therefore, Shareholder B was a part-year resident of Wiscon
reportable to Wisconsin. fdr998, having been a resident for 8@ys and a nonresident for

275 days.
A full-year Wisconsin resident shareholder’s share of the gross
income is the shareholder’s share (based on his or her percentage  Schedule 5K for 1998 shows the following amounts on the |
of stock ownership) of the amount shown on Schedule 5K, linéndicated.

22, columnd.
P (?e) t F (5)) | © Wi Consi
H H , ro Rata ederal Isconsin
A nonresident or part-year resident shareholder’'s share of the g e tems Amount Adjustment  Amount
gross income of a corporation that does business only in Wiscon-
sin is the shareholder’s share (based on his or her percentagelofIO;dina{y income $ 10,388 $ (1,080) $ 92,%%0
i i a Interest iIncome -0-
stock ownership) of the amount shown on Schedule 5K, line 246 Tax-exempt interest income 500 (500) 0-

columnd.

id hareholder's sh ; . The tax-exempt interest income is state and municipal govern-
Compute anonresident shareholder's share of gness income  ment hond interest that is exempt from federal income taxes but

of a unitary, multistate corporation by multiplying the ammt {53y apje by Wisconsin. The adjustmentin column ¢ on line 16 is
from Schedule 5K, line 22, column d, by the apportionmentye amountaxableby Wisconsin.

percentage and multiplying that result by the nonresident share-

holder’s percentage of stock ownership. For Shareholder A, Schedule 5K-1 would show the following:
Compute anonresident shareholder’s share of ¢fness income b (%) . c (5)) | (c) Wi d
of a nonunitary, multistate corporation by allocating the amount ro Rata edera . Isconsin
from Schedule 5K, line 22, column d, in and outside Wisconsin Share ltems Amount Adjustment Amount
and multiplying the portion allocated to Wisconsin by the1 Ordinary income $ 5,000 $ (500) $ 4,500
nonresident shareholder’s percentage of stock ownership. ~ 4a Interestincome 100 -0- 100

16 Tax-exempt interest income 250 (250) -0-

The shareholder will use this information to determine whethe

he or she must file a Wisconsin income tax return. These araunts are determined by fitiplying the amounts on

Schedule 5K by shareholder A’s stock ownership percentage

. {50%).
M Line 23. Complete as necessary. Include the federal amount;,

adjustment, and Wisconsin amount for each item when applicg

ble. Determine the amounts feach shareholder as discussed for or Shareholder B, Schedule 5K-1 would show the following:

lines 1 through 6, 8, 10, 14, and 15. Attach additional schedules (a) (b) (c) (d)
if more space is needed. Include the following items on line 23: Pro Rata Federal . Wisconsin
Share Items Amount Adjustment Amount
* Interest income from United Statg®vernment obligations 1 Ordinary income $ 5,000 $ (1,856) $ 3,144
that is included on Schedule 5K-1, line 4a. Such interest iga Interestincome 100 (30) 70

taxable for federal income tax purposes but exempt from thé® Tax-exemptinterestincome 250 (175) 5

Wisconsin individual income tax. The federal amounts (column b) axemputed by multiplying the

mount on Schedule 5K by Shaader B’s stock ownership per-

entage (50%). The Wisconsin amounts (column d) are computed
in two parts, one for the period that Shareholder B was a resident
of Wisconsin (90 days) and one for the period that Shareholder B

Note: Tax-option (S) corporations whose Wisconsin resident’2> & nonresident of Wisconsin (275 days). The adjustment
shareholderg may( q)ualif{/) for farmland preservation credit 0[Ec/:olumn c) is computed by taking the difference between column

farmland tax relief credit should attach a copy of the farmlan and column d.
property tax bill to the Schedule 5K-1 given to each qualifying
shareholder. It isn't necessary for the corporation to attach th
property tax bill to the Schedules 5K-1 filed with the department:”
Shareholders must compute their allowable credits based on th r) For the period of residence, multiply the Wisconsinoamt

proportionate shares of the corporation’s property taxes. F f ordinary i
» ) A ; . y income from Schedule 5K ($9,000) by the stock
additional information about fenland preservation credit, see the wnership percentage (50%). Multiply that ammt by the ratio

Wisconsin Schedule FC instructions. See the instructions fo : . :
" " - ._0f days Shareholder B was a resident of Wisconsin to total days
Wisconsin Form 1 or INPR for details on the farmland tax reI|ein the taxable year (90/365). Add to that result the amount

credit. determined for the period of nonresidence in (2) below.

» Any information needed by a shareholder to determine why th
Wisconsin amount of any tax-option (S) item differs from the
federal amount.

he Wisconsin amount of the ordinary income (line 1) for
hareholder B is computed as follows:

(2) For the period of nonresidence, liply the Wisconsin
Example of Schedule 5K-1 amount of ordinary income from Schedule 5K ($9,000) by the
stock ownership percentage (50%). Multiply that amount by the
) ) ) . - Wisconsin apportionment percentageCafrporation S (60%) and
Corporation S is a calendar-year multistate corporation with &y the ratio of days Shareholder B was a nonresident of Wiscon-

60% Wisconsin apportionment percentage and no nonapportiodn to total days in the taxable year (275/365).
able income. There are two shareholders (A and B) who each

own 50% of the stock of Corporation S. Shareholder A was &his results in the following calculation:
Wisconsin resident during all of 1998. Shareholder B was a
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Period of residence: $9,000 x .5 x 90/365 = $ 1,110 What s a Unitary Business
Period of nonresidence: $9,000 x .5 x .6 x 275/365 = 2,034 . . . . ,
Total $ 31244 A unitary business is one that operates as a unit and can't be
segregated into independently operating divisions or branches.
For interest income the calculation is: The operations are integrated, and each division or branch is
dependentipon or contributory to the operation of the business
Period of residence: $200 x .5 x 90/365 = $ 25 as a whole. It isn't necessary that each division or branch
Period of nonresidence: ~ $200 x .5 x .6 x 275/365 = 45 operating in Wisconsin contribute to the activities of all divisions
Total $ 70 or branches outside Wisconsin.

For the tax-exempt interest income, the adjustment (column ¢) Myhat Is Nonapportionable Income
computed in two parts, one for the period that Shareholder B w
a Wisconsin resident and one for the period that Shareholder
was a nonresident. The Wisconsin amount (column d) is th
difference between columns b and c. The adjustment is calculat

onapportionable income is that income which is allocable

irectly to a particular state. It includes income or loss derived
m the sale of nonbuseéss real or tangible personal property or
m rentals and royalties fromonbusiness real or tangible

as follows: personal property. This income is assigned to the state where the
Period of residence: $500 x .5 x 90/365 = $ 62 Propertyislocated.

Period of nonresidence:  $500 x .5 x .6 x 275/365 = 113 . . . ) .

Total $ 175 The intangible income of a personal holding company is nonap-

portionable and is assigned to the state of incorporation.
Shareholder B must repo#175 of state and municipal bond
interest income to Wisconsin. Total nonapportionable inconfss) is removed from total com-
pany net income before the apportionment percentage is applied.
The aboveexample involves a multistate corporation that wouldThe Wisconsin nonappiionable income (loss) is then combined
file its return using the apportionment method if it weren’t a tax-with the Wisconsin apportionable income to arrive at Wisconsin
option (S) corporation. If the corporation were one required to filenet income.
using the separate accounting method, the calculations are
similar. The calculations for Shareholder A and for the period tha¥Vhat Is the Apportionment Percentage

Shareholder B was a resident of Wisconsin are the same as in thgr ynjtary, multistate businesses (except air carriers, motor car-
example above. The calculations for the period that Shareholdggrs; railroads and sleeping car companies, pipeline companies,
B was a nonresident of Wisconsin differ in that the Wisconsintinancial organizations, anpublic utilities whose incomes are
amount from the separate accounting schesimtelar to Form4C 4 portoned by special rules of the department), tppartion-

(as discussed earlier) is used instead of the Wisconsin amoUent percentage is determined by the weighted average of the
from Schedule 5K and the Wisconsin apportionment percentagf|iowing three ratios:

1. Wisconsin tangible property to total company tangible prop-
Form 4B — Apportionment Data erty.

2. Wisconsin payroll to total company payroll.

What Is Apportionment

Under the apportionment methodzarporation shows all income 3. Wisconsin sales to total company sales. (This ratio is double-
and deductions for the company as a whole and then assigns a Weighted.)
part to Wisconsin according to a formula that determine

S, . . . . . .
Wisconsin net income Air carriers, motor carriers, railroads and sleeping car companies,

pipeline companies, financial organizations (except insurance

Who Must Use Apportionment companies), angublic utilities use specialpportionment per-
centages established for these companies in Wisconsin Adminis-

A corporation engaged in business in and outside Wisconsin is rg=tive Code sections Tax 2.46. 2.47. 2.475. 2.48. 2.49 and 2.50.
quired to report a portion of its total company net income toThese rules are summarized as follows: ’ '
Wisconsin using the gportionment method if its Wisconsin '

operations are a part of a unitary business, unless the departmegifie Tax 2.46 — Apportionment of Business Income

gives permission to use separate@gtting. To use the appor- of |nterstate Air Carriers

tionment mehod, a corporation must have business activity

sufficient to create nexus in Wisconsin and at least one other staléehe apportionment percentage is the average of the following
or foreign country. three ratios:

“Nexus” means that a corporation’s business activity is of suciL. Aircraft arrivals and departures within Wisconsin scheduled
a degree that the state or foreign country has jurisdiction to by the carrier to total aircraft arrivals and departures sched-
impose an income tax or franchise tax measured by net income. uled.

Under Public Law 86-272, a state can’'t impose an income tax or

franchise tax based on net income on a corporation selling. Revenue tons handled by the carrier at airports within
tangible personal property if the corporation’s only activity inthe ~ Wisconsin to total revenue tons handled.

state is the solicitation of orders, which orders are approved

outside the state and are filled by delivery from a point outside3. Originating revenue within Wisconsin to total originating
the state. revenue.
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Rule Tax 2.47 — Apportionment of Net Business Incomes fees paid to a related corporation for the performance of
of Interstate Motor Carriers personal services.

The apportionment percentage is é#werage of the following two  Ryle Tax 2.50 — Apportionment of Net Business Income
ratios: of Interstate Public Utilities

1. Gross receipts from carriage of persons or property firsThe apportionment percentage is the average of the three ratios
acquired for carriage in Wisconsin to total gross receipts provided for corporations in general. The sales factor isn
from carriage of persons or property everywhere. double-weighted.

2. Ton miles of carriage in Wisconsin to ton miles of carriage _ _
everywhere. Line-by-Line Instructions for Form 4B

If the above information isn't available, the department mayl Line 1. Enter all profits and losses from disposals of nonbusi-

authorize or direct the substitution of a similar factor (for exam-ness tangible property in the appropriate column or columns.
ple, gross tonnage instead of gross receipts or revenue mil&sich profits and losses are nonapportionable and follow the situs
instead of ton miles). of the property.

Rule Tax 2.475 — Apportionment of Net Business Incomes M Line 2. Enter rents and royalties received nanbusiness
of Interstate Railroads and Sleeping Car Companies tangible property in the appropriate column or columns. These are
. . . nonapportionable and follow the situs of the property.
The apportionment percentage is #werage of the following two
ratios: M Line 3. Enter any expenses that are directly or indirectly relat-
. . ed to rents and royalties reported on line 2. Since such income is
1. Gross receiptfom carriage of property or persons, or both, nonapportionable, the related expenses are nonapportionable.
first acquired for carriage in Wisconsin to total gross receipts
from carriage of property or persons, or both, everywhere. g | jne 5. Enter the total net nonapportionable income or loss for
. . . . . both Wisconsin and the total company.
2. Revenue ton miles of carriage in Wisconsin to revenue ton
miles of carriage everywhere. W Lines 6 through 13.Enter the undepreciated original cost of
. . tangible property owned and used in producing apportionable
Rule Tax 2.48 — Apportionment of Net Business Incomes  jncome at the beginning and at the end of the taxable year. Group
of Interstate Pipeline Companies the property into the general categories listed for both Wisconsin

The apportionment percentage is the average of the followingnd the total company.

three ratios: Don't include construction in progress, idle property, or property

1. Net cost (for Wisconsin tax purposes) of tangible propertyS€d in producing nonapportionable income. Such property isn't
owned and used in Wisconsin to produce apportionablé’se,d. in the pduction of apportionable income and, therefore,
income to total net cost of such property everywhere. Isn’tincludable in the property factor.

Note: If any major acquisitions or dispositions occurred within

he taxable year, the average monthly balances of property may
e used (or required by the department) instead of the average of

the beginning and ending balance. In this case, attach a separate

3. Total compensation paid to employes located in Wisconsi chedule showing the calculation rather than completing lines 6
to total compensation paid to employes everywhere. through 13.

2. Traffic units (for example, barrel miles, cubic foot miles, or
other appropriate measure of product movement) in Wisco
sin to total company traffic units.

_ ; ; M Line 14. Add lines 13a and 13b for Wisconsin property and for
Eﬁlﬁtgg)t(a%é‘lginarﬁ:%pgglrggg}ﬁg;m Net Business Incomes total company property, and divide each of these totals by 2. This

is the average owned property for Wisconsin and the total
The apportionment percentage is éwerage of the following two company.
ratios:
M Line 15. Multiply the net aanualrental for property used in the
1. Gross receipts in Wisconsin to total gross receipts. Groggroduction of @portionable income by 8 and enter the result.
receipts include all business income associated with theNet annual rental” is the annual rental paid less any annual
lending of money in the normal course of business such asental received from subrentalsless this results in a negative or
interest, disounts, finance charges or fees, and serviceclearly inaccurate valuation. Nehmaual rental doesn't include
charges or fees. Gains from sales of assets, charges tdrgidental day-to-day expenses such as hotel or motel accommo-
related corporation for personal services of employes, andations, daily rentals of autos, or royalties based on extraction of
miscellaneous income aren't includable in gross receipts fonatural resources.
purposes of this factor. Gross receipts are assigned to Wis-
consin if the transaction producing the income was princidf the taxable year covers a period of less than 12 months, the net
pally negotiated in Wisconsin. rent paid for the short period must be annualized. However, if the
rental term is for less than 12 months, the rent must be adjusted
2. Total compensation paid to employes located in Wisconsiaccordingly.
to total compensation paid to employes everywhere. Com-
pensation paid includes deductible management or servideeases are given the same treatment in computing the property
factor as they are in computing net income. Leases that have been
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capitalized in computing net income are included as property ¢ Gross receipts from personal and other services.
owned and used for property factor purposes. All other lease pay- Gross rents from real property or tangible personal property.
ments are included in the rentals times 8 computation. * Interest on trade accounts and trade notes receivable.

» A partner's share of the partnership’s gross receipts or a
M Line 16. Enter the total Wisconsin and total company property. member’'s share of the limited liability company’s gross
Divide the Wisconsin property by the total company property and receipts.
enter the percentage. » Gross management fees.

» Gross royalties from income producing activities.
M Line 17. Enter, for Wisconsin and the total company, the com-= Gross franchise fees from income producing activities.
pensation paid to the company’s own employes for the perfor-
mance of personal services. The compensation must be related'tdross receipts” means gross sales less returns and allowances,
the production of apptipnable income. Compensation related toplus service charges, freight, carrying charges, or time-price
the operation, maintenance, protection, or supervision of propertlifferential charges incidental to the sales. Federal and state
used in the production of both apportionable and nonapporexcise taxes, including sales and use taxes, are included as part
tionable income or losses must be prorated, and only the portiar the receipts if the taxes are passed on to the buyer or included
related to the production of apportionable income is included foas part of the selling price of the product.
Wisconsin and the total company. Compensation includes wages,
salaries, commissions, and any other form of remuneration paithe following items are among those not included for sales factor

to employes.

Compensation is paid in Wisconsin (included in the numerator of
the payroll factor) if —

* The individual's service is performed entirely in Wisconsin.

» The individual’s service is performed in and outside Wiscon-»
sin, but the service performed outside Wisconsin is incidental
to the individual's service in Wisconsin. .

» A portion of the service is performed in Wisconsin and the
base of operations of the individual is in Wisconsin.

» A portion of the service is performed in Wisconsin and, if
there is no base of operations, the place from which the indi-
vidual's service is directed or controlled is in Wisconsin. .

» A portion of the service is performed in Wisconsin and neither
the base of operations of the individual nor the place from
which the service is directed or controlled is in any state ire
which some part of the service is performed, but the individ-
ual’s residence is in Wisconsin. .

» The individual is neither a resident of nor performs services ir
Wisconsin but is directed or controlled from an office in Wis- ¢
consin and returns to Wisconsin periodically for business purs

purposes:

Gross receipts and gain or loss from the sale of tangible
business assets, except receipts from the sale of inventory,
scrap, or by-products drom the operation of a farm, mine, or
quarry.

Gross receipts and gain or loss from the sale of nonbusiness
real or tangible personal property.

Gross rents and rental income or loss from real property or
tangible personal property if that real property or tangible per-
sonal property isn't used in the production of business income.
Royalties fromnonbusiness real property or nonbusiness
tangible personal property.

Proceeds and gain or loss from the redemption of securities.
Interest, except interest on trade agnots and tradeotes re-
ceivable, and dividends.

Gross receipts and gain or loss from the sale of intangible
assets, except inventory.

Dividends deductible in determining net income.

Gross receipts and gain or loss from the sale of securities.
Proceeds and gain or loss from the sale of receivables.
Refunds, rebates, and recoveries ofoants previously

poses and the state in which the individual resides doesn’t have expended or deducted.
jurisdiction to impose franchise or income taxes on ther Foreign exchangegainorloss. _
employer. * Royalties and income from passive investments in patents,
copyrights, trademarks, trade names, plans, specifications,
An individual is considered to be performing a service in blueprints, processes, techniques, formulas, designs, layouts,
Wisconsin during the year if that individual spends any portion of patterns, drawings, manuals, and technical know-how.
at least 5 days during the corporation’s taxable year in Wisconsin Pari-mutuel wager winnings and purses.
performing services. » Other items not includable in apportionable income.

M Line 18. Enter management or service fees paid to a relate@nter on lines 20a and 20b the appropriate Wisconsin destination
corporation for the performance of personal services. The feesgles. Gross receipts from thales of tangible personal property,
must be related to the gduction of apportionable income. except sales to the federal government, are Wisconsin sales if the
Payments made to independent contractors aren’t includable. property is delivered or shipped to a purchaser in Wisconsin.
Sales of tangible personal property picked up by the purchaser, or
W Line 19. Enter the total Wisconsin and total company payroll.the purchaser’s agent, at the seller's Wisconsin business location
Divide the Wisconsin payroll by the total company payroll andand immediately transported to the purchaser’s out-of-state
enter the percentage. business location aren’t Wisconsin sales. However, if the seller
doesn’t have nexus with the state in which the purchaser’s
M Lines 20 through 25.For purposes of the sales factor, salesbusiness is located, the sales are “thrown back” to Wisconsin as
include, but aren't limited to, the following items related to the discussed later. Wisconsin sales include sales of tangible personal
production of business income: property that are picked up by the purchaser, or the purchaser’s
agent, at the seller’s out-of-state business location and immedi-
» Gross receipts from the sale of inventory. ately transported to the purchaser’s Wisconsin business location.
» Gross receipts from the operation of farms, mines, and
guarries. Enter on line 21a sales of tangible personal property delivered to
» Gross receipts from the sale of scrap or by-products. the federal government, including its agencies and instrumen-
» Gross commissions. talities, in Wisconsin if the property is shipped from an office,



Line-by-Line Instructions  (continued) Page 21

store, warehouse, factory, other place of storage in Wisconsin. B Lines 29 through 33.Air carriers, motor carriers, railroads
Sales to federal government locations in Wisconsin, which are  and sleeping car companies, pipeline companies, financ
shipped from an office, store, warehouse, factory, or other place  organizationpubli utilities that @portion their income
of storage outside Wisconsin, aren’t Wisconsin sales. must complete lineGhiB3, as appropriate. The special
apportionment factors for these companies were summarized
Enter on line 21b sales of tangible personal property delivered tearlier under the explanation of the apportionment percentage.
the federal government, including its agencies and instrumen-
talities, outside Wisconsin if the property is shipped from an
office, store, warkouse, factory, or other place of storage in .
Wisconsin and the seller does)r/ft have ne>r<)us in the destgi]nati orm 4C — Separate Accounting Data
state. These sales are included in the numerator of the sales factor

at 50%. Who Must Use

A corporation engaged in a nonunitary business in and outside
oWisconsin is required to determine the amount of income attrib-

Enter on line 21c sales, other than sales to the fedgregrn-
ment, that are “thrown back” to Wisconsin. These are sales . . . .
tangible personal property shipped from an office, store, warel{@ble to Wisconsin by separate agoting. A nonunitary
house, factory, or other piace of storage in Wisconsin to a stafRUSiness is one in which the operations in Wisconsin aren't
in which the seller doesn’t have nexus. “Throwback” sales ar&€pendent upon or contributory to thperations outside Wiscon-

included in the numerator of the sales factor at 50%. sin

Enter on line 22 thedouble throwback” sales. These amdes, A unitary business may use separate accounting only with the
napproval of the department. An application for such approval

dnust set forth, in detail, the reasons why separate accounting will

ghore clearly reflect the corporation’s Wisconsin net income. It
hould be mailed to the/isconsin Department of Revenue, P.O.

Box 8906, Madison, WI 53708-8906 before the end ofttheble

ar for which the use of separate accounting is desired.

doesn’t have nexus in (1) the state from which the property i

delivered or shipped, or (2) the destination state. “Double thro

back” sales are included in the numerator of the sales factor af
0,

50%. You may obtain Form 4C from any Department of Revenue

Note: For purposes of throwback sales and double throwbacRfiCe:

sales, “state” means any state of the United States, the District of

Columbia, the Commonwealth of Puerto Rico, and any territory

or possession of the United States. A foreign country isn’t a staté~orm UT-5 — Consumer Use Tax Return

Enter on line 23 the total sales for Wisconsin (sum of lines 20a ]
through 22) and the total company. Who Must File

) i ) The state, county, argtadium use tax is payable directly to the
Enter on line 24, for both Wisconsin and the total company, grosstate by the purchaser (consumer) when tangible “personal
receipts of aportionable income, other than sales of tangibleproperty or taxable services are purchased from a retailer who
personal property, that are includable in the sales factor. does not or is not authorized to collect the 5% Wisconsin, 0.5%

. . . o . county, or 0.1% stadiursales and use tax. Complete Form UT-5
Gross receipts are attributable to Wisconsin if the incomgg report use tax if —

producing activity that gives rise to the receipts is performed in

Wisconsin. If the income producing activity is performed partly. you do not hold a seller’s permit, use tax registration certifi-
in and partly outside Wisconsin, assign receipts to Wisconsin cate, or consumer’s use tax registration certificate, and
based on the ratio of direct costs of performing the services in

Wisconsin to the direct costs of performing the services in all you infrequently purchase or lease property or services subject
states having jurisdiction to tax the business. to use tax.

W Line 26. Divide the Wisconsin amount on line 25 by the total |f you hold a seller's permit, use tax registration certificate, or

company amount on line 25 and enter fages percentage on line consumer's use tax registration certificate, do not use Form UT-5.

26. Also multiply thepercentage by 2, as indicated, and enter thenstead, report your use tax on your sales and use tax return,
double-weighted sales percentage. Form ST-12.

B Line 28. Divide the percentage on line 27 by 4 and enter theFor more information or forms, call (608) 266-2776 or write to

resulting percentage here and on Form 5S, lines 2 and 21; FoffRe Compliance Bureau, Wisconsin Department of Revenue, P.O.
5S-1, Schedule Q, line 4; and Schedule 5K-1, item C. Box 8902, Madison, WI 53708-8902.

Don't divide the percentage on line 27 by 4 if a factor has been
eliminated. A factor may be eliminated if it isn’t employed to any
appreciable extent in producing apportionable income. If a factor
is omitted, thedtal must be divided by no more than the number
of factors used. If either the property or payroll factor is omitted,
divide by 3. If the sales factor is omitted, divide by 2. Don’t omit
a factor simply because it isn't employed in Wisconsin.



